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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
announcement, makes no representation as to its accuracy or completeness and
expressly disclaims any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this announcement.

K WAH CONSTRUCTION MATERIALS LIMITED

(incorporated in Hong Kong with limited Ilablllty)

- -FINAL SCRIiP DIVIDEND WITH CASH OPTION
FOR THE YEAR ENDED 31ST DECEMBER 2002

The discounted market value of a share of the Company for the purpose of
calculating the number of new shares to be allotted to the sharehoiders of the
Comp$any as the final scrip dividend for the year ended 31st December 2002
is HK$0.4313.

Further to the circular to shareholders of K. Wah Construction Materials
Limited (the “Company”) dated 23rd May 2003 describing arrangements for the
payment of the final scrip dividend of HK$0.01 per ordinary share of HK$0.10
each of the Company (“Share”), the Company announces that fcr the purpose of
calculating the number of Shares to be aliotted by way of scrip dlv:dénd lhe
discounted market value of a Share is HK$0.4313.

The discounted market value is HK$0.4313, being the average of the
closing prices of one Share on The Stock Exchange of Hong Kong Limited for
the 5 trading days from 26th May 2003 to 30th May 2003, both days inclusive,
which was HK$0.454, less five per cent discount, rounding down such flgure to
four decimal places.

Accordingly, under the scrip dividend arrangements, shareholders will:
receive the following number of Shares as scrip dividend on that part of their
shareholdmgs in respect of whlch they have not made cash. elections.

Number of Shares heid HK$0.01
on 23rd May-2003 for which X -—i—
cash election is not made. HK$0.4313

The new Shares to be issued pursuant to the scrip dividend arrangements
will rank pari passu in all respects with the existing issued Shares, except for the
final dividend for the year ended 31st December 2002, and will rank in full-for all
future dlwdends and disiributions which may be declared made or paid.

. Fractional entitlements. to Shares will be dlsregarded and the bensfit
thereof w:ll -accrue to the- Company

©tiss expected that share certificates in respect of the Shares to be. allotled
as scfip dividend and dividend warrants of HK$0.01 per Share will be posled to
shareholders at their own rlsk on 4th-July 2003. -

Shareholders who wish to receive all or part of their final dividend in cash
in tieu of new Shares are reminded to complete the Form of Election and lodge
it with the Company's Registrars, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1718, 17th Fleor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:00 p.m. on 20th June 2003. Dealings in the
ngw Shares to be allotted as the flnal scrip dlwdend will commence on 7th July
2003.

By Order of the Board
Steven Tong Kui Nam
. Company Secretary
Hong Kong, 30th May 2003 _
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the actions to be taken, you
should consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you
should at once hand this circular and the accompanying Form of Election (if any) to the
purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was
effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in refiance upon the whole or
any part of the contents of this circular.

K. WAH CONSTRUCTION MATERIALS LIMITED
EEEBEMAER QA

(incorporated in Hong Kong with limited liability}

Executive Directors: Registered Office.

Dr. Lui Che Woo, MBE, JP, LLD, DSSc (Chairman) 29th Floor, K. Wah Centre

Francis Lui Yiu Tung (Deputy Chairman) 191 Java Road

Chan Kai Nang (Managing Director) North Point

Paddy Tang Lui Wai Yu Hong Kong

Non-executive Directors: 5}

Dr. Charles Cheung Wai Bun, Jp* ,:f

Moses Cheng Mo Chi, OBE, Jp* 2

Yip Hing Chung, MBE, JP*

* Independent Non-executive Directors :‘
23rd May 2003 o

To the Shareholders,
Dear Sir or Madam,

Final Scrip Dividend with Cash Option
for the Year Ended 31st December 2002

Introduction

At the annual general meeting of K. Wah Construction Materials Limited (the “Company™)
held today, it was resolved that a final dividend for the year ended 31st December 2002 of

—1—



HK$0.01 per issued share of the Company of HK$0.10 each (a "Share”) be paid to shareholders
whose names appear on the register of members on 23rd May 2003. It was also resolved that
such dividend should be satisfied by way of scrip dividend by an allotment of new Shares
credited as fully paid in accordance with the Memorandum and Articles of Association of the
Company and that shareholders may elect to receive cash wholly or partly in lieu of the scrip
dividend.

Particulars of the Final Dividend
Shareholders have the following choices in respect of the final dividend:

{i) an allotment of new Shares {“New Shares”) credited as fully paid and having an
aggregate discounted market value (as defined below) equal to the total amount of
final dividend which Shareholders could elect to receive in cash in respect of
HK$0.01 per Share, subject to any fractional entitiement being disregarded as
mentioned below; or

(i~ final dividend of HK$0.01 per Share in cash; or
(i) partly New Shares and partly cash.

For the purpose of calculating the number of New Shares to be allotted, the discounted
market value {"Discounted Market Value") of a New Share means the average of the closing
prices of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days from
26th May 2003 to 30th May 2003 (both days inclusive), less 5% discount, rounding down such
figure to four decimal places. It will not be possible to determine until the close of business on
30th May 2003 the exact number of New Shares to which a shareholder, electing to receive
New Shares, will be entitled. A press announcement of the Discounted Market Value for the
purpose of calculating the number of New Shares to be allotted by way of scrip dividend will
be made on 2nd June 2003. The last day on which shareholders will be entitled to make
their choice of the above alternatives is 20th June 2003.

Accordingly, the number of New Shares which shareholders will receive, in respect of
the existing Shares registered in their names as at 23rd May 2003 and for which elections to
receive the final dividend in cash are not lodged with the Company's share registrars on or
before 20th June 2003, will be calculated as follows:

Number of existing Shares held

Number of New Shares _ o 934 May 2003 for which cash x — HK$0.01
to be received . Discounted Market Value
election is not made

The New Shares to be issued pursuant to the scrip dividend arrangements will rank pari
passu in all respects with the existing issued Shares, except for the final dividend for the year
ended 31st December 2002 and will rank in full for all future dividends and distributions which
may be declared, made or paid. No shareholder will be entitled to be issued any fraction of a
Share under the scrip dividend arrangements. Fractional entitlements to Shares will be
disregarded and the benefit thereof will accrue to the Company.



Advantage of the Scrip Dividend

The scrip dividend will enable shareholders to increase their holdings of Shares without
incurring dealing costs or stamp duty. The scrip dividend will also be to the advantage of the
Company because, to the extent that shareholders elect to receive New Shares, in whole or in
part, such cash as would otherwise have been paid to shareholders will be retained for use as
working capital by the Company.

Effect of the Scrip Dividend

If elections to receive the final dividend in cash were received in respect of all the
existing Shares registered as at 23rd May 2003, the total cash dividend payable by the Company
would be approximately HK$12,432,000.

Shareholders of the Company should note that the scrip dividend may give rise to
notification requirements under the Securities and Futures Ordinance for those shareholders
who may have notifiable interests in the Company. Shareholders of the Company who are in
any doubt as to how these provisions may affect them are recommended to seek their own
professional advice.

Form of Election

Enclosed is a Form of Election. No action is required if you wish the final dividend
for the year ended 31st December 2002 which you are entitled to receive to be wholly
satisfied by an allotment of new Shares on the abovementioned basis. Otherwise, if you
wish to receive such dividend wholly in cash in lieu of New Shares, or partly in cash
with the balance satisfied by an ailotment of new Shares, you must complete the enclosed
Form of Election in accordance with the instructions printed thereon and lodge it with
the Company’s Registrars, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:00 p.m. on 20th June 2003. If you have signed the Form of Election but do not specify
the number of Shares in respect of which you wish to receive the dividend in cash or, if you
elect to receive the dividend in cash in respect of a greater number of Shares than your
registered holding, then in either case you will be deemed to have exercised your election to
receive the dividend in cash in lieu of New Shares in respect of all the Shares registered in
your namels). No acknowledgement of receipt of Form of Election will be issued. The Form of
Election also enables you to elect to receive all future dividends wholly in cash in lieu of New
Shares until notice in writing to cancel such election is received by the Registrars of the
Company. Permanent elections cannot be made in respect of part of your registered holding.

The Form of Election has not been sent to shareholders who have previously made a
permanent election to receive all future dividends wholly in cash. These shareholders will
receive cash in lieu of scrip dividend for all the Shares for the time being registered in their
names, without having to complete any further Form of Election. Any shareholder wishing to
change these existing permanent elections should contact the Company's registrars in Hong
Kong, Computershare Hong Kong investor Services Limited, before 4:00 p.m. on 20th June
2003.

Shareholders Resident Qutside Hong Kong
All shareholders resident outside Hong Kong should consult their bankers or other

professional advisers as to whether any governmental or other consents are required or other
formalities need to be observed to enable them to receive Shares in satisfaction of the final



dividend for the year ended 31st December 2002. No person receiving in any territory outside
Hong Kong a copy of this letter and/or a Form of Election may treat the same as an invitation
to him uniess in the relevant territory such invitation could lawfully be made to him without
having to comply with any unfulfilled registration or other legal requirements.

The Shares have not been registered under the applicable securities legislation of any
jurisdictions other than Hong Kong. Your Board will exercise the discretion granted to it under
the Articles of Association of the Company not to allot New Shares as dividend to the
shareholders with registered addresses in territories outside Hong Kong where, in the opinion
of the Directors, it would or might, be unlawful or impracticable to allot New Shares in such
places in satisfaction of the final dividend for the year ended 31st December 2002. These
shareholders will receive such dividend and all future dividends wholly in cash. No Forms of
Election will be sent to such shareholders.

Listing and Dealings

Shares issued by the Company have been admitted as eligible securities for deposit and
settlement in the Central Clearing and Settlement System established and operated by Hong
Kong Securities Clearing Company Limited. Dealings in the Company’'s Shares may be settled
through the Central Clearing and Settlement System. Investors should seek the advice of their
stockbroker or other professional adviser for details of these settlement arrangements and
how such arrangements will affect their rights and interests.

The Shares are listed and dealt in on The Stock Exchange of Hong Kong Limited. On no
other stock exchanges are any part of the Shares of the Company listed or dealt in or on which
listing or permission to deal is being or is proposed to be sought. Application has been made
to The Stock Exchange of Hong Kong Limited for the listing of and permission to deal in the
New Shares to be issued pursuant to the scrip dividend arrangements. It is expected that
share certificates in respect of such Shares and dividend warrants will be posted at the risk of
those entitled thereto on 4th July 2003 and dealings in such Shares will commence on 7th
July 2003. In the unlikely event that the New Shares are not admitted to listing by The Stock
Exchange of Hong Kong Limited before 4th July 2003, the Forms of Election will be disregarded
and the full cash dividend will be paid to the entitled shareholders according to their registered
shareholdings.

Recommendation and Advice

It is the shareholders’ responsibility to decide in this regard whether or not to exercise
their rights to receive cash in lieu of the scrip dividend. Whether or not it is to the shareholders’
advantages to receive cash or New Shares, in whole or in part, depends upon their own
individual circumstances. The effect on the tax position of any shareholder will depend on that
shareholder’s particular circumstances. If you are in any doubt as to what to do, you should
consult your professional advisers. Shareholders who are trustees are recommended to take
professional advice as to whether the choice to receive cash or New Shares is within their
powers and as to its effect having regard to the terms of the relevant trust instrument.

Yours faithfully,
Dr. Lui Che Woo
Chairman
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The Standard on 13 May 2003

K. WAH CONSTRUCTION MATERI‘ALS LIMITED
(Incorporated in Hong Kong with limited liability)

The Board of Directors ("the Board”) of K. -Wah
Construction Materials Limited (“the Company”) is deeply
saddened by the passing of Dr.. Chan Nai Keong, a

non-executive director of the Company, on 9th May 2003. -

Appointed to the Board in 1991, Dr. Chan will be
remembered as a brilliant and enthusiastic leader and for
his insightful guidance and  valuable contribution to the
Company throughout the past twelve years.

The Board would like to extend heartielt condolences to Dr.
Chan's family.

By Order of the Board
Steven Tong
Company Secretary

Hong Kong, 12th May 2003
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should consult your
stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or other
professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you should at once hand
this circular to the purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was
effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

K. WAH CONSTRUCTION MATERIALS LIMITED

(incorporated in Hong Kong with limited liability) -

35 €0

Executive Directors: Registered &ffice:

Dr. Lui Che Woo, MBE, JP, LLD, DSSc (Chairman) 29th Floor >
Francis Lui Yiu Tung (Deputy Chairman) K. Wah Centre
Chan Kai Nang (Managing Director) 191 Java Road
Paddy Tang Lui Wai Yu North Point
Hong Kong

Non-executive Directors:

Dr. Chan Nai Keong, CBE, Jp

Dr. Charles Cheung Wai Bun, Jp*
Moses Cheng Mo Chi, OBE, JP*
Yip Hing Chung, MBE, JpP*

* Independent Non-executive Directors

28th April, 2003

To the Shareholders,
Dear Sir/Madam,

GENERAL MANDATE TO REPURCHASE SHARES
INTRODUCTION

The purpose of this circular is to provide you with details regarding the proposal for the granting of a general
mandate to the Directors to exercise the powers of the Company to repurchase its own shares of HK$0.10 each
(“Share(s)").



PROPOSAL FOR A GENERAL MANDATE TO REPURCHASE SHARES

Pursuant to the Rules Governing the Listing of Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited ("Stock Exchange”) and the Hong Kong Companies Ordinance, listed companies incorporated in Hong
Kong may in certain circumstances, if authorised by their Articles of Association, purchase their own shares.

On 30th May, 2002, a general mandate was given by the Company to the Directors to exercise the powers of
the Company to repurchase Shares. Under the Hong Kong Companies Ordinance and the Listing Rules, this general
mandate will lapse at the conclusion of the forthcoming annual general meeting. An ordinary resolution will therefore
be proposed at the forthcoming annual general meeting to be held on 23rd May, 2003 (“2003 Annual General
Meeting”) for the grant of this general mandate.

GENERAL MANDATE TO REPURCHASE SHARES

The ordinary resolution set out in item 5.1 of the notice of the 2003 Annual General Meeting, if passed, will
give the Directors a general and unconditional mandate to exercise the powers of the Company to repurchase Shares
at any time until the next annual general meeting of the Company following the passing of the crdinary resolution or
such earlier period as stated in the ordinary resolution up to a maximum of 10% of the aggregate nominal amount of
the issued share capital of the Company at the date of passing the resolution (the “Repurchase Mandate”).

The explanatory statement required under Rule 10.06(1)(b) of the Listing Rules to provide shareholders of the
Company (*Shareholders”) with all the information reasonably necessary for them to make an informed decision on
whether to vote for or against the ordinary resolution approving the Repurchase Mandate and the memorandum of
the terms of the proposed repurchases required under Section 49BA(3)(b) of the Companies Ordinance is set out in
the Appendix to this circular.

NOTICE OF MEETING

Notice of the 2003 Annual General Meeting to be held on 23rd May, 2003 is set out in the annual report of the
Company sent to Shareholders on the same date as this circular. A proxy form for use at the 2003 Annual General
Meeting is enclosed with the annual report of the Company. Whether or not you are able to attend the meeting, you
are reminded to complete the proxy form in accordance with the instructions printed thereon and return it to the
registered office of the Company at 29th Floor, K. Wah Centre, 131 Java Road, North Point, Hong Kong as soon as
possible and, in any event, so as to be received not less than 48 hours before the time appointed for the holding of
the meeting. Completion and delivery of the form of proxy will not prevent you from attending and voting at the
meeting if you so wish.



RECOMMENDATION

The Directors believe that the proposal for the grant of the Repurchase Mandate is in the interests of the
Company and the Shareholders and accordingly recommend you to vote in favour of this resolution to be proposed at
the 2003 Annual General Meeting.

he Yours faithfully,
Dr. Lui Che Woo
Chairman




APPENDIX EXPLANATORY STATEMENT

This appendix serves as an explanatory statement, as required by the Listing Rules, to provide requisite
information to you for your consideration of the Repurchase Mandate and also constitutes the memorandum as
required under Section 49BA(3) of the Hong Kong Companies Ordinance.

1. SHARE CAPITAL

As at 22nd April, 2003, the latest practicable date prior to the printing of this circular (*Latest Practicable
Date”), there were in issue an aggregate of 1,243,207,815 Shares. In addition 58,746,000 options had been granted
by the Company pursuant to the Company's share option schemes and remain outstanding as at the Latest
Practicable Date of which 20,482,000 options shall be exercised commencing on 1st March, 2004. Assuming that
none of the aforesaid options is exercised and on the basis that no further Shares are issued prior to the 2003
Annual General Meeting, exercise in full of the Repurchase Mandate could accordingly result in up to 124,320,781
Shares being repurchased by the Company during the course of the period prior to the next annual general meeting
or such earlier date as referred to in paragraph (c) of the resolution no. 5.1 set out in the Notice of the 2003 Annual
General Meeting. In the event that any of the options is exercised prior to the 2003 Annual General Meeting, the
Company’s issued share capital will be enlarged and the total number of Shares which the Company is authorised to
repurchase during such period may not exceed 10% of the enlarged share capital as at the date of the resolution.

2. REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and the Shareholders to have a general
authority from shareholders to enable the Directors to repurchase Shares in the market. Such repurchases may,
depending on market conditions and funding arrangements at the time, lead to an enhancement of the net value of
the Company and its assets and/or its earnings per Share and will only be made when the Directors believe that such
repurchases will benefit the Company and the shareholders. The Directors have no immediate plan to exercise the
Repurchase Mandate.

3. FUNDING OF REPURCHASES

Repurchases of Shares will be funded entirely from the Company’s available cash flow or working capital
facilities, which will be funds legally available for the purchase in accordance with the Company’'s Articles of
Association and the applicable laws of Hong Kong.

There might be a material adverse effect on the working capital requirements or gearing levels of the Company
(as compared with the position disclosed in the audited accounts contained in the annual report for the year ended
31st December, 2002) in the event that the Repurchase Mandate is exercised in full at any time. However, the
Directors do not propose to exercise the Repurchase Mandate to such an extent as would, in the circumstances,
have a material adverse effect on the working capital requirements of the Company or the gearing levels which in the
opinion of the Directors are from time to time appropriate for the Company. |
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4. SHARE PRICES

The highest and lowest prices at which the Shares have traded on the Stock Exchange during each of the
twelve months preceding the Latest Practicable Date were as follows:

2002 Highest Lowest
HK$ HK$
April 0.660 0.580
May 0.710 0.660
June 0.670 0.600
July 0.650 0.510
August 0.540 0.480
September 0.510 0.425
October 0.440 0.410
November 0.500 0.420
December 0.495 0.440
2003
January _ 0.510 0.450
February 0.530 0.490
March 0.530 0.480
5. GENERAL

None of the Directors nor, to the best of their knowledge having made all reasonable enquiries, any of their
associates, have any present intention if the Repurchase Mandate is approved by the Shareholders to sell any
Shares to the Company.

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable, they will
only exercise the Repurchase Mandate in accordance with the Listing Rules and the applicable laws of Hong Kong.

It as a result of a repurchase a shareholder's proportionate interest in the voting rights of the Company
increases, such increase will be treated as an acquisition for the purposes of the Hong Kong Code on Takeovers and
Mergers (“Takeover Code’). Accordingly, a shareholder or a group of shareholders acting in concert could obtain or
consolidate control of the Company and become obliged to make a mandatory offer in accordance with Rules 26 of
the Takeover Code.

As at the Latest Practicable Date, a subsidiary of K. Wah International Holdings Limited (*KWIH") held
839,207,435 Shares representing approximately 67.50% of the issued share capital of the Company and a
discretionary trust interested in more than one-third of the issued share capital of KWIH is deemed to be interested in
the same 839,207,435 Shares. 3,735,559 Shares representing approximately 0.30% of the issued share capital of the
Company were held by another discretionary trust. Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Ms. Paddy Tang
Lui Wai Yu, as either direct or indirect discretionary beneficiaries of the discretionary family trusts, are deemed to be
interested in these 839,207,435 Shares and 3,735,559 Shares. In addition, save for the shareholdings interest
disclosed hereinabove, these three directors have an aggregate interest (including family interests and corporate
interests) in 83,685,005 Shares representing approximately 6.73% of the issued share capital of the Gompany.



Based on the above shareholdings, in the event that the power to repurchase Shares pursuant to the
Repurchase Mandate is exercised in full, the interests as aforesaid of Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and
Ms. Paddy Tang Lui Wai Yu would be increased to approximately 82.82% of the issued share capital of the Company
which would reduce the public shareholdings to below 25%. Such an increase would not give rise to an obligation to
make a mandatory offer under Rule 26 of the Takeover Code. Any purchase of Shares which results in the public
shareholdings being reduced to less than 25% could only be implemented with the agreement of the Stock Exchange.
Except in exceptional circumstances, such agreement would not normally be given by the Stock Exchange. The
Directors have no present intention to exercise the Repurchase Mandate which will result in the public shareholdings
being reduced to less than 25%.

No connected person, including a director, chief executive or substantial shareholder of the Company or any
member of the Group or an associate of any of them (as defined in the Listing Rules) has notified the Company that
he/she has a present intention to sell Shares to the Company, or has undertaken not to do so, if the Repurchase
Mandate is approved by the Shareholders.

6. SHARE PURCHASE MADE BY THE COMPANY

The Company had not purchased any of its Shares (whether on the Stock Exbhange or otherwise) in the six
months preceding the date of this circular. '
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K. WAH CONSTRUCTION MATERIALS LIMITED -

{Incérporated In Hong Kong with Ilmited I/ab/my)

Notlce of Annual General Meeting

NOTICE IS HEREBY QIVEN thal the 2003 annuat generial mesting of shareho!ders of K Wah Construction Materlals lened witl be held at -
Plcasso Room, Basemaent 1, IntarContinental Grand Stanlord Hong Kong, 70 Mody Road, Telm Sha Tsui East, Kowloon, Hong Kang on
Friday, 23rd May 2003 at !O 30 a.m. for the following purposes:

1.

o op 0w

To recelve and consider the linancial stataments and reportis of the d}rectors and auditors fc;r the year snded 318t Dacember 2002;
To declare a final dividend for the ysar ended 31st December 2002;

To elect diractors and fix the diractors’ remuneratlon,

To re-appoint auditors and aulhorlse the directors to fix the!r remuneration;

As special business, to ccnsldev and it thought fit, pass the following rqsclutlons as Ordlnary Resolutions:

5.1 *‘THAT !

(a) subjact lo paragraph (b} below, the exercise by the d!reclcys of Xhe Company during the Relevant Perlod of ali tha
powers of the Company to purchase shares of tha Company be and it Is hereby generally and unconditionally
approved

(b) the aggregate nominal amount of shares which may be purchasad on The Stock Exchangs of Hong Kong Limited or
any other slock exchange recognised for this purpose by the Securitias.and Futures Commission of Hong Kong and
The Stock Exchange of Hong Kong Limited under the Hong Kong Code on Share Repurchases pursuant to the
approval In paragraph (a) above shall not exceed 10% of the aggregate nominat amount of the shars capltal of the
Company In lssue at the date of passing this Resofution, and the sald approval shalt be limited accordingly: and

(¢} ldr tha purpose of this Resolutlon:
‘Relevanl Period® means the peilod from the passing-of this Rasolution untl! whichaver Is the earller of:
[0} the ccné\usron of the naxt annual gensral meet!ng of the Company;

(i) the explration of tha period within which the next annual general meeting of the Company Is requlred by the
Companies Ordinance to be held; and

' ()] the revocanon or varlation of the approval given by this Hssolulion by ordinary resolullon of the
shareholders in gsnsral meseting.”

5.2 'THAT _ - §

{a) subjec! to paragreph (c) below, the exarcise by the dlrectars of the Company durlng the Relevant Period of all the
powars of the Company 1o allol, Issus and deal with additional shares In the capita! of the Companz; and to make or
grant offers, agreerhents and options which might require the exerclse of such power be and it is hereby generally
and unconditionally approved;

{b) the approva! in paragraph {a) above shall aulhorlse the dlrectors ‘of the Company during the Helevanl Pariod ?b
make or grant offars, agresmanis and optlons which might rsqulre the exarcise of such power after the end of the
Relavanl Perlod;

{c) tha aggrega(a nominal amounl ‘of s,hare capital allotted cr a reed cond tionally or unconditionally tc be allotted

{whether pursuant to an option ot otherwise) by the directors of the Comparly pursuant to the approval In paragraph

- (a) above, otherwise than pursuant to (f} a Rights Issus, or (li) the exercisa of rights of subscription or conversion

under the terms ol any securities which are tonvertibla Into shares of tha’Company or (ili) any option scheme or

simliar arrangsmant for the time being adopted by the Company In accordance with l%e Rules Governing the Listing

of Securities on The Stock Exchange of Hong Keng Limited for the grant or issue of shares or rights to acqulve

sharses of the Company, or {Iv) any scrip dividend or similar arrangement providing for the allotment of shares in tieu

of the whole or part of a dividend on shdres of the Company in accordance with ths Articles of Assoclalion of the
Company, shall not exceed the aggregate of:

(aa)  20% of the aggregate nominal amount of the share capital o!,lhé Company n issue at the date of passing
- this Resolution; and

(bb) (if the d}reclurs are so aumorlsad bya separé(e crdinary resolution of the sharsholdars of the Company) the
nominat -amount of share capital of the Company repurchased by the Company subsequent to tha passing
of this Resolution (up to a maximum equivalant to 10% of the shara capital of the Company in Issue at the
date of passing:this Rasolution),

and the sald approval shall be limited accordingly; and <

{d) for the purpose of this Resolution: . . R
'Helevam Pariod® means the perlod from the passing ot this F\esc!uﬂon untll whichaver Is the earﬂsr of:
U] the conclusion of the next annual general meeting of the Company;

() the expiration of the period within which tha next annual general meeting of the Ccrr'\pény Is required by the
Companles Ordinance to be held;

(if).  “the revocation or varlatlon of the approval given by this Resolution by ordinary resolution of the
shareholders In gensral meeting; and

i . -
*Rights Issue’ means an olfer of shares open lor a period lixed by the directors of the Company to holdars of shares
of the Company on the ragister on a fixed record dats in proportion to their then holdings of such shares (subjsct to’
such exclusion or other arrangements as the direclors of the Company may deem necesgsary or expedient In

. relation to fractiona! entitlements or having regard to any restrictions or obilgations under the laws of, or the
requlramems of any recognised regulatory-body or any stock ‘exchange In, any tarritory oulside Hong Kong).*

53 "THAT the diractors of the Company be and.they are hereby authorised (o exercisa the powers ol the Company refarred to
In paragraph (a) of tha resolution set out as resolution 5.2 in the notice of tha meating of which this Resolution forms a parl
In respect of the share capital of the Company referred to in sub- -paragraph (bb). of paragraph {c) of such resolution.”

By Order of the Board
Stsven Tong Kul Nam
Company Sacretary

Hong Kong, 28th April 2003

Notes:

1.

Tfr'm regvsler of members will be cYused hom 18th May 2003 to 23rd May 2003 bolh days Inclusive, dudng which perlod no transter of shares will be
eflected

Any mamber ontitled to attend and vete at the mesting Is entitled to uppo!n! one or more proxies to attend and vote, on & poll, on his behalf, A proxy
need not be a member of the Company. K

Alorm cvcrvoxy 1ot use In connaction with tha annual genstal mesting ia enclosad with the Annua! Report postad to the members. The lorm of proxy
shall bo deposited at the reglstered olice of the Company rot less than 48 hours belors the time for holding the meeting.

Concamtng agenda item 5,1 above, approval Is being sought from members for increasing llsxlblll!y and pravldlnq discretion to the direciors in the
event that it becames desirable to repurchase shares represanting up 1o a maximum of 10% of the aggregate nominal amount of the share capltat
of the Company In tssue at the date of passh g tha rasolution on The Stock Exchange of Hong Kongiimnad An explanatory statement to provide
relevant Information in respect of the proposed granting of the repurchasq mandats to the dlrectors Is set out In a separate’islter (rom the Company
enclosed with the Annual Repont.
Concerring aganda itern 5.2 above, approval is being saught from members for a qeneval mandate to me dlrectors to ellol Issue and deal in

additlonal shares in the caplital of the Company. '
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NOTICES

The Standard Thursday, Aprfl 10, 2003 ;
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K. WAH CONSTRUCTION MATEHIALS LIMITED

(Incorporated in Hong Kong with limited liabllity)

ANNOUNCEMENT OF ANNUAL RESULTS
FOR THE YEAR ENDED 31ST DECEMBER 2002

ANNUAL REBULTS

2002 2001

: HK$'000 HKS$'000
The Boars of Ditectors of K. Wah Construction Materials Limited élhe 'Com?any') Is pleased to
announce the audited consolidated results of the Company and Its subsidlaries (collectively Thetumnv:arand operating profit of the Group analysed by geogrephical locations
referred to ap the *Group’) for the year ended 31st December 2002 as follows: 259 as follows:
The Group's turnover for the year ended 31st December 2002 was HK$1,010,999,000, T“",‘.,‘:":q' Kong 682,000 721,078
representing a decrease of HK$71,618,000 over the pravious year. ) } Mainland China 457,039 381,640
The Group'sgroﬁl attributable to sharsholders for the year ended 313t December 2002 amounted 1,010,909 1,082,818
to HK$82,328,000, representing a decreass of HK$50,473,000 over the previous year, b e

Operatl fit

FINAL DIVIDEND o P o on 50,498 129,026
The Board of Diractors has resolvad to recommand at tha forthcoming Annua! General Meeting to Mainiand China U "1 ¢ S 2

be held on 23rd May 2003 a final scrlp dividend for the year ended 316l December 2002 of 1 cent
per share, with a cash option, totalling HK$12,432,000, payable to the sharshalders whose names
appear on the register of members of the Company at the close of business on 23rd May 2003
(2001 : a final scrip dividend of 2.5 cents par share, with a cash aption, totalling HK$30,446,000).

Payment of the scrip dividend Is conditional upon the passing of an ordinary resolution at the
forthcoming annual general meeting and The Stock Exchange of Hong Kon? mited granting the
listing of and permission to deal In the new shares to be Issued as the scrip dividend. It is expscted

Operating profit

Oporating profli is stated atter crediting:

GGESM 149,048

that the share certlficates In raspect of such shares and dividend warrants will be posted to those g HKEooy
entltled on 4th July 2003. A circular containing detalls ¢of the proposed scrip dividend will be sent lo
shareholders in due course. - Proft on disposal of listed iavestments ;gi: &ggg
Amortisation of tve goodwll!
CONSOLIDATED PROFIT AND LOSS STATEMENT morisetlon of negatlys goocw
For The Year Ended 31st December 2002 And aher charging:
| Depraciation
2002 2001 Owned fixed assate 68,908 74,334
Nots HK$'000 HK$'000 Leasod Rxod assols 1 287
Amonisaﬂonl deval 1t .MG 1,404
Turnover e ! 1.010.099 1082618 Ovabuten amove coss ¢ 10732
(809,523) (903,738) Cost of Invantaries sold [ 785384 778,444
Gross profit 101,478 178,877 Finance costs
Other revenuas 1 29,783 48,984
Other operating income 8,342 15,634 HK:%%% HKSZ%?J‘D
Administrative expenses - (52,821 64,281%
Other operating expenses 18,212 30,168 Intarast Bxpensas
. Bank foans and ovardratts 7,181 18,768
Operating profit 2 68,568 148,048 Finance loase cbligations wholly repayable within five yoara 2 183
Finance costs 3 (7,193) (16,929) 118 22
Shars of profits less loases of - Taxstion -
Jointly controlied entities © 4,438 1,938
Associated companies _ 3944 {6,010 2002 2001
. HX$'000 HK$'000
Profit befora taxation ) 688,758 128,045 cqwmy’?nd whe'\&la{nu e -
Taxation 4 {4,414) {14,410) Maland GAina profts tax 478 2,576
Detarrad taxation (2,893} (708}
Profil after taxation 85,344 113,635
) 3,818 18,739
Minority Interests (3,018) (834) Jointly controlied entities
Mainland China profits tax 888 181
Profit attributable to shareholders 62,328 112,801 A
’ Hong Kong profits tax 38 518
Dividends (24,829) (48,356)
Adi4 14,410
EemTE———
HK cent(s) HK cents
. Hong Kong profits tax has been provided at the rate of 18% (2001: 16%) on the estimated assessablo profits for the
Earnings per share 5 A 9.8 year after sotting off avallabie taxation ioszes brought torward. )
Dividend per share. Taxation assessable on pm(ira generated outside Mong Kong has been provided at the ratea of taxation prevalling In
Interim 6 1 15 the countries in which iﬁosa profits aross.
Eamnings per shere
Flnal {proposed) . - 6 1 2.5

———eee— e——

Notes:

1 Turnover and resulls

“The ceiculation of baslc uamlggl per ahars ls based oh profit attributadle to aharoholders of HK$62,328,000 (2001

HK$112,801,000) and tha wek;
during the year.

ted average number of 1,228,088,000 shares (2001: 1,178,838,000 shares) in lesue

The diluted eamings per share i not presented as the exarcise of the share options outstanding as al 31st December

The @roup is princtpatly engeged In mar ita, sale and at . Thare I8 1o other 2002 would not have a dilutive effect on the eamings per share. .
identifiable to
Dividends
2002 2001
HK$'000 HK$'000
2002 2001
Tumover HKE'000 HK$000
Bales of construction materals 1,010,949 1,082,615 .
——— interim ncﬂr dividand with a cash option of 1 cent (2001: 1,5 canis) per share 12,397 17,910
Othar revenues . Proposed fina! scrip dividend with a cash option of | cent (2001: 2.5 eania)
Rental Incoma 12,088 11,883 per ahare . — 12832 30448

interest Income

Uniistad Investments 9,838 26,418 24,020 4B,358
\B'Dm 10 a tallow subsidiary 320 - Eree————my  elTe——
ank d te 4,882 9,688 "
Deterred racelvatls 1018 1918 Thel;r::ﬂ:nda have been partially sattiod by cash as follows: 10088 097
Front-end fes trom s fellow subsidiary 1,188 - Fines bt 16,708

28,783 48,984

1,040,782 1,131,588
s e S ]

Operating profit 28,508

Total revenuss

149,048

10,088 25,502
A ]

The Baard of Diractors recommended a fine! serip dividond with a cash option of § cent (20041 2.5 cemia) per shate,
Tnis dividand will bs accounted for & an eppropriation of revenuse reserves n the ysar ending 91st Docember 2003, -
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MANAGEMENT DISCUSSION AND ANALYSIS
Review and Outiook of Operation

Turnover and profit before taxation for the year ended 31st December 2002 were KK$1,011 million
and HK$70 million, as compared to HK$1,083 million and HK$128 million for the year ended 31st
December 2001 respectively. The Group has achieved a similar turnover level as In last year but
the profit before taxation decreased by approximately 45% from last year due to the escalating
compstitive business environment In Hong Kong. .

The contributicn from the Malnland operations has begun to emerge during the year. With all the
planned new projacts in the Maintand gradually phasing Into commercial operation, more
contributton te the Group in fulure I8 expected.

Business in Hong Kong

The stagnant property markel and tha slow down In housing construction actlvities have resulted in
shrinking of demand for constructlon materials in Hong Kong. Fortunately, our continued
management efforts implemented a few years ago to ensure cost effislency in all facets of the
operations have enabled us to meet thogse challenges brought about by the stiff market
competition. The results of the Hong Kong operations were (n line with expectation and naw
profects proceeded In accordance with planned schedulss,

The rehabilitation works of KWP Quarry Co. Limited at Anderson Road in which the Group has a
63.5% Interest is proceeding in accordance with the planned schedule. The subsidiary has met the
second milestone on time in accordance with the contract with the Hong Kong SAR Government.
The Group's wholly-owned quarry In Huidong has commenced cperation during the year. The
Group will continue its effort In cost efficiency review In order to maintain & competitive posltion in
the industry and face the challengse ahead.

Given the current subdued Hong Kong economy, our Hong Kong operations are expected to face
more severe competitlon in the near term. In order to malintain a leading Industry position and
ensure our competitiveness in the Hong Kong market, we will continue to find ways to improve
product quality and cost eMiclency including caplialisation on the cheap labour market in the
peripheral areas. Our earlier production faciiitles In these areas have proven 1o be successful In
this aspect. With the ample opportunities that exist in the Pear! River Delta area, the Group will
continue to fetch opportunities to expand into these areas to develop new market and new product
rangs,

Business (n Malnland China

The Malnland Division for 2002 recordsd an overall robust performance as compared to the
previous year. The Group has successfully expanded into the Malnland both in terms of new
market and new product range with a number of new operations set up during the year. Ths
Group's Malntand business has now expanded to Beljing, Shanghal, Guangzhou, Shenzhen,
Nanjing, Anhul, Huzhou and Huidong.

The performance of our Shanghal operation has been very encouraging during the year and Is now
providing additional contribution to the Group. The sales volume of the Group's ready-mixed
concrate in the area continued to grow and proflt contribution Is increasing. in order to capitalise on
the growing market fuelled by China's entry to WTO and the World Expo 2010 {0 be held In
Shanghal, the ready-mixed concrete production capacity has been expanded during the year.
Along with the strategy to cover the upstream products and expand product range, the Group’s
wholly-owned subsldiary, Shanghal K. Wah Concrete Piles Co., Ltd., has commenced oparation,
supplying piles to the Shanghal market. in addition, the Group has entered into an agraement with
Maenshan Mastes! to set up a joint venture, Anhui Mastes! K. Wah New Bulldings Materials Co.,
Lid., in which the Group holds a 30% interest for the manutacturing of slag, The operation is
expected to commence in 2003. It Is also expected that the Group's wholly-owned quarry In
Huzhou will commence production shontly, :

In Beljing, the Group’s 56% owned Beljing Shoujia Stone Co., Lid. has commenced quarrying
operation during the year and the performance was satisfactory. Driven by the Beljing 2008
Olympic Games, the demand for qualily construction matarials in the area has increased and the
Group is confident that it Is the appropriate time to enter into this market with a growing demand in
high guatity ready-mixed concrete. To selize such valuable opportunity, the Group will consider
setting up new business in the area 10 serve the growing construction materials market In Beljing.

With the Group's experlences in the busineas and ‘emphasis in provldivng guality products to the
market, It Is expected the operations In this area wili further expand and provide good contribution
10 the Group.

In Guangzhou, the alling markst condition has an Impact on the Industry overall, Notwithstanding
such unfavorable environment, the Group's cement operation In Guangzhou K. Wah Nanfang
Cemant Limited, In which the Group hae a 60% interest, was satisfactory during the year, providing
contribution to the Qroup. Continued efforts have been made to ensure that the most cost eHficlent
operation is In place to maintain our competitiveness among the industry in the area.

Tha Group wili continue to expapd our business presence Into other major citias In the Malniand.
Technology Investments

Adhering to the strateglc mandate, the Group has been proceeding prudently to explore new
technology Invesiments during tha year. As at 31st December 2002, close to HK$116 mliiilon has
bsen invested on technology investments, which Is at a similar level as that of last year, A
batanced investment portfolio Is being maintained covering varlous sagments both In Hong Kong
ang in the Mainland,

Others

The Group has taken measures to monitor and evaluate the eHects of the recent outbreak of
atypical pneumonia on the Group's employsss and business,

Financlal Position and Gearing Ratio

The financial position of the Group has continuously Improved during the year. At 31st December
2002, the shareholders’ funds Increased by 2.8% to HK$1,393 million from HK$1,358 miflion as at
31st December 2001 and the Group's gross aseeta employed Increased by 3.4% to HK$1,556
million from HK$1,506 million ag at 31st December 2001,

The gearing ratio, defined as'the ratio of total loans cutstanding tess cash balances 1o total assets,
wag practically at a debt free level both at 31st December 2002 and 318t December 2009,

Liquidity end Flnanclal Resources

The Group continues to maintaln a strong cash position, As at 31st December 2002 total cash and
bank balances were HK$283 millon as compared to HK$299 million as at 31st December 2001,
The Group's liquidity remains strong and the Group has sufficient cash and available banking
faciities to mest its commitment, working capital requirements and future assets aoguisition.

Treasury Pollcy

The Group continues to adopt a conservative treasury poficy with afl bank deposfis in either Hong
Kong Doliars, United States Dollare or in the local currencles of the operating subsidiaries, keeping
a minimum exposure to foreign exchangse risks, All of the Group’s borrowings are in either Hong
Kong Dollars or Renminbl. Farward foreign contracts are ulliised when suitable opportunities arlse
and when consldered appropriate, to hedge against foreign exchange exposure. Tha Group has
not engaged in the use of other derivative products, which are considered not necessary for the
Group's freasury management activities,

Charges on Group Assels

Land and bulldings with net book values of HK$237 milllon (2001: HK$243 milllon} have been
pledged to various banking institutions to secure banking facilities. No plant and machinery has
been pladged to banking institutions to secure banking facllitles (2001: HK$111 million).

Contingent Liabllities

The Company has exacuted guarantees in favour of banks In respect of facliitles granted to
subglidiaries amounting to HK$299 mllilon (2001 : HK$372 mlillon) of which HK$155 million {2001
HK$281 million) have been utilised.

EMPLOYEES

The Group, excluding assoclated companles and foinlly controlled entittes, employs about 1,400
employees In Hong Kong and the Mainland, gEmployee costs, excluding Directors’ emoluments,
amounted to HK$138 milion,  ~

The Group recrults and promotes individua!s bagad on thelr compatencles, merit and developmant
potential and ensures remuneration packages are competitive. The Group has implemented a
share optlon echeme for executives from 1991 following approval by ite sharsholders for the .
purpose of providing competitive package and long lerm retention of management talsnis,
Likewise in Mainland China, employees are commensurate with market levels with the emphasls
on provision of fratning and development opportunities.

SHARE CAPITAL

The Company has not radesmed any of its sharss during the year ended 31st December 2002,
Neither tha Company nor any of lts subsidiary companies have purchased or sold any of the
Company's ghares during the year ended 31st Dacember 2002.

CHANGES IN THE BOARD

The Board welcomes the appointment of Mr. Chan Kai Nang as an executive director and deputy
managing director of the Company with sffect from 14th January 2003 and as Ihe managing
director of the Company with effect from 9th Aprii 2003, bringing substantlal valusble experience to
the Group.

Mr. Albert To Tak Pul resigned as an executive director of the Company with effect from 15th
December. 2002, The Board would like to express sincere appreciations towards him for his
valuable contributions to the Company.

CLOSE OF REGISTER™

The reglster of members will be closed from 19th May 2003 to 23rd May 2003, both days Inclusive,
during which partod no transfer of shares will be etfected. In order to quality for the proposed final
dividend, shareholders must ensure that all transfers together with the relevant share certificates
are lodged with the Company's share reglstrars in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1718, 17th Floor, Hopewel! Centre, 183 Queen’'s Road East,
Wanchal, Hong Kong for registration no later than 4:00 p.m. on 16th May 2003,

CODE GF BEST PRACTICE

Fer the year anded 31st December 2002, the Company has complied with the Code of Best
Practics Issued by The Stock Exchange of Hong Kong Limited save and except that, prior to the
2000 Annual General Mesting of the Company (‘2000 AGM'), non-execullve directors were
appolnted subject to retirement by rotation and re-election at the annual general maeting of the
Company in accordance with the Company's Articles of Association. Commencing from the 2000
AGM, non-execullve directors are belng appointed for a term ot three years, who may under
spsaclal circumstances be re-appointed for another 3-year term.

PUBLICATION OF FURTHER INFORMATION.

All Information required by paragraphs 45(1) to 45(3) of Appendix 18 to the Listing Rules wlil be
published on the Company’s and The Stock Exchange of Hong Kong Limited's websites in due
course,

By Order of the Board
_Steven Tong Kut Nam
Company Secretary

Hong Kong, 8th April 2003

Hegistered Oltfce:

29th Ficor, K. Wah Centre
181 Java Road

North Point

Hong Kong

Webslte: www.kweml.com
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¢-24 T NOTICES -

’ K. WAH CONSTRUCTION MATERIALS LIMITED

{Incorporated In Hong Kong with limited fiability)
ANNOUNCEMENT

The Board of Directors of K. Wah Construction Materials Limited
{the *Company”} has pleasure in announcing the appointment of
Mr. Chan Kai Nang as the Managing Direclor of the Company with
eftect from 9th April 2003. Mr. Chan is an executive director and
the Deputy Managing Director of the Company.

Mr. Francis Lui Yiu Tung will remain as the Deputy Chairman ot
the Board of Directors of the Company.

By Order of the Board
Steven Tong
Company Secretary

Hong Kong, 9th April 2003
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K. WAH CONSTRUCTION MATERIALS LIMITED
: T O REBBRMERAT :
(incorporafed in Hong Kong with limited liatility)

ANNOUNCEMENT

The Board of Directors of K. Wah Construction Materiais Limited
_{the “Company”) has pleasure in announcing the appointment
of Mr. Chan Kaj Nang as an. executive director and Deputy
Managing Director of the Company with effect from 1dth January

© 2003. .

Mr. Chan had been the regicnal controller and senior éxecutive

- of major muitinational and local corporations. He has substantial -

experience in strategic-p}anning and development, corporate
finance and human resources deve!opment. ’

' By Order of the Board
Steven Tong
Company Secretary

Hong kong, T‘;,th January 2003
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K. WAH INTERNATIONAL K. WAH CONSTRUCTION .
"HOLDINGS LIMITED MATERIALS LIMITED
{incorporated in Bermuda with limited labiilty) - (incorporated in Hong Kong with limited Nabiiity)
ANNOUNCEMENT

: The respective Boards of Directors of K. Wah International Holdings Limited
(“KWIH") and K. Wah Construction Materials Limited ("KWCM"} announces that Mr.
Albert To Tak Pui has resigned as an executive director of KWIH and KWCM with
effect from 15th December 2002.

Both KWIH and KWCM would like to express sincere appreciation towards
Mr. To for his valuable c_ontr‘vbutions to the companies.

By Order of the Board ot - By Order of the Board of
K. WAH INTERNATIONAL K. WAH CONSTRUCTION
HOLDINGS LIMITED : MATERIALS LIMITED
‘Steven Tong ‘ Steven Tong

Company Secretary Company Secretary

Hong Kang, 14th December 2002
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The Stock Exchange of Hong Kong Limited takes no responsibility for the

contents of this announcement, makes no representation as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents
of this announcement.

K WAH CONSTRUCTION MATERIALS LIMITED

(/ncorporated in Hong Kong with l/m/red liability)

INTERIM SCRIP DIVIDEND WITH CASH OPTION-
FOR THE SIX MONTHS ENDED 30TH JUNE 2002

calculating the number of new shares to be ailotted to. the sharehelders of

June 2002 is HK$0.4019.

- Further to the circular to shareholders of K. Wah Construction Materials
Limited (the “Company”) dated 11th-October 2002 describing arrangements for

the payment of the ‘interim scrip dividend of HK$0.01 per ordinary share of.

HK$0.10 each of the Company (“Share”), the Company: announces that for the
purpose of calculating the number of Shares to be allotted by way of scnp

d|V|dend the dlscounted market value of a Share-is HK$0.4019.

. The discounted market value is HK$0.4019, _being the average of the
closing prices of one Share on The Stock Exchange of Hong Kong Limited for
the 5 trading days from 15th October 2002 to 21st -October 2002, both-days
inclusive, which was HK$0.423, less five per cent dlscount roundmg down

‘such figure to four decimal places.

) Accordmgly, under the scrip dividend arrangements, shareholders will
receive the followmg number of Shares as scrip dividend on that part of their

,shareholdmgs in respect of which they have not made cash elections.

HK$0.01

HK$0.4019

The new Shares to be issued pursuant to the scrip dividend arrangements
will rank pari passu in all respects with the existing issued Shares, except for
the interim dividend for the six months ended 30th June 2002, and will rank in
full for all future dlvrdends and dlstnbutlons which may be declared made or

Number of Shares held

'pald

Fractlonal entltlements to Shares will be dlsregarded and the beneflt

'thereof will accrue to the Company

it is expected that share’ certrflcates in respect of the Shares to be allotted

as scrip- dividend and dividend warrants of HK$0.01 per Share wiil be posted :
- to shareholders at their own risk on 22nd November 2002.

Shareholders who wish to receive all or part of their interim dividend in
cash in lieu of new Shares are reminded to complete the Form of Election and
lodge .it with the Company’s Registrars, Computershare Hong. Kong Investor
Services Limited, at Shops 1712-1716, 17th .Floor, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:00 p.m. on'8th November
2002. Dealings in the new Shares to be allotted as the mtenm scrip dividend
will commence on 25th November 2002 .

By Order of the Board
Steven Tong Kui Nam
o Company Secretary
Hong Kong, 21st October 2002

The discounted market value of a share of the ‘Company for the purpose of |-

the Company as the interim scrip dividend for the six months. ended 30th |

}
l
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the actions to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you
should at once hand this circular and the accompanying Form of Election (if any) to the
purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was
effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly
disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this document.

ni
K. WAH CONSTRUCTION MATERIALS LIMITED
EREEBMER LI

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office:

Dr. Lui Che Woo, MBE, JP, LLD (Chairman) 29th Floor, K. Wah Centre
Francis Lui Yiu Tung (Deputy Chairman and Managing Director) 191 Java Road

Albert To Tak Pui North Point

Paddy Tang Lui Wai Yu Hong Kong

Non-executive Directors:

Dr. Chan Nai Keong, CBE, JP

Dr. Charles Cheung Wai Bun, Jp*
Moses Cheng Mo Chi, OBE, JP*
Yip Hing Chung, MBE, JP*

* Independent Non-executive Directors

11th October 2002

To the Shareholders

Dear Sir or Madam,

Interim Scrip Dividend with Cash Option
for the Six Months Ended 30th June 2002

Introduction

it was resolved by the directors of the Company on 18th September 2002 that an interim
dividend for the six months ended 30th June 2002 of HK$0.01 per issued share of the
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Company of HK$0.10 each (a “Share”) be paid to shareholders whose names appear on the
register of members on 11th October 2002. It was also resolved that such dividend should be
satisfied by way of scrip dividend by an allotment of new Shares credited as fully paid in
accordance with the Memorandum and Articles of Association of the Company and that
shareholders may elect to receive cash wholly or partly in lieu of the scrip dividend.

Particulars of the Interim Dividend
Shareholders have the following choices in respect of the interim dividend:

(i) an allotment of new Shares (“New Shares”) credited as fully paid and having an
aggregate discounted market value (as defined befow) equal to the total amount of
interim dividend which Shareholders could elect to receive in cash in respect of
HK$0.01 per Share, subject to any fractional entitiement being disregarded as
mentioned below; or

(i} interim dividend of HK$0.01 per Share in cash; or
(iil) partly New Shares and partly cash.

For the purpose of calculating the number of New Shares to be allotted, the discounted
market value (“Discounted Market Value”) of a New Share means the average of the closing
prices of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days from
15th October 2002 to 21st October 2002 (both days inclusive), less 5% discount, rounding
down such figure to four decimal places. It will not be possible to determine until the close of
business on 21st October 2002 the exact number of New Shares to which a shareholder,
electing to receive New Shares, will be entitled. A press announcement of the Discounted
Market Value for the pUrpose of calculating the number of New Shares to be allotted by way
of scrip dividend will be made on 22nd October 2002. The last day on which shareholders
will be entitled to make their choice of the above alternatives is 8th November 2002.

Accordingly, the number of New Shares which shareholders will receive, in respect of the
existing Shares registered in their names as at 11th October 2002 and for which elections to
receive the interim dividend in cash are not lodged with the Company’s share registrars on or
before 8th November 2002, will be calculated as follows:

Number of New Shares Number of existing Shares held HK$0.01
to be received = on 11th October 2002 for which X Discounted
cash election is not made Market Value

The New Shares to be issued pursuant to the scrip dividend arrangements will rank pari
passu in all respects with the existing issued Shares, except for the interim dividend for the six
30th June 2002, and will rank in full for all future dividends and distributions which may be
declared, made or paid. No shareholder will be entitled to be issued any fraction of a Share
under the scrip dividend arrangements. Fractional entitlements to Shares will be disregarded
and the benefit thereof will accrue to the Company.

— 2 —



Advantage of the Scrip Dividend

The scrip dividend will enable shareholders to increase their holdings of Shares without
incurring dealing costs or stamp duty. The scrip dividend will also be to the advantage of the
Company because, to the extent that shareholders elect to receive New Shares, in whole or
in part, such cash as would otherwise have been paid to shareholders will be retained for use
as working capital by the Company.

Effect of the Scrip Dividend

If elections to receive the interim dividend in cash were received in respect of all the
existing Shares registered as at 11th October 2002, the total cash dividend payable by the
Company would be approximately HK$12,397,000.00.

Shareholders of the Company should note that the scrip dividend may give rise to
" notification requirements under the Securities (Disclosure of Interests) Ordinance for those
shareholders who may have notifiable interests in the Company. Shareholders of the Company
who are in any doubt as to how these provisions may affect them are recommended to seek
their own professional advice.

Form of Election

Enclosed is a Form of Election. No action is required if you wish the interim dividend
for the six months ended 30th June 2002 which you are entitled to receive to be wholly
satisfied by an allotment of new Shares on the abovementioned basis. Otherwise, if you
wish to receive such dividend wholly in cash in lieu of New Shares, or partly in cash with
the balance satisfied by an allotment of new Shares, you must complete the enclosed
Form of Election in accordance with the instructions printed thereon and lodge it with
the Company’s Registrars, Computershare Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:00 p.m. on 8th November 2002. If you have signed the Form of Election but do
not specify the number of Shares in respect of which you wish to receive the dividend in cash
or, if you elect to receive the dividend in cash in respect of a greater number of Shares than
your registered holding, then in either case you will be deemed to have exercised your election
to receive the dividend in cash in lieu of New Shares in respect of all the Shares registered in
your name(s). No acknowledgement of receipt of Form of Election will be issued. The Form of
Election also enables you to elect to receive all future dividends wholly in cash in lieu of New
Shares until notice in writing to cancel such election is received by the Registrars of the
Company. Permanent elections cannot be made in respect of part of your registered holding.

The Form of Election has not been sent to shareholders who have previously made a
permanent election to receive all future dividends wholly in cash. These sharehclders will
receive cash in lieu of scrip dividend for all the Shares for the time being registered in their
names, without having to complete any further Form of Election. Any shareholder wishing to
change these existing permanent elections should contact the Company’s registrars in Hong
Kong, Computershare Hong Kong Investor Services Limited, before 4:00 p.m. on 8th
November 2002.

I
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Shareholders Resident outside Hong Kong

All shareholders resident outside Hong Kong should consult their bankers or other
professional advisers as to whether any governmental or other consents are required or other
formalities need to be observed to enable them to receive Shares in satisfaction of the interim
dividend for the six months ended 30th June 2002. No person receiving in any territory outside
Hong Kong a copy of this letter and/or a Form of Election may treat the same as an invitation
to him unless in the relevant territory such invitation could lawfully be made to him without
having to comply with any unfulfilled registration or other legal requirements.

The Shares have not been registered under the applicable securities legislation of any
jurisdictions other than Hong Kong. Your Board will exercise the discretion granted to it under
the articles of association of the Company not to allot New Shares as dividend to the
shareholders with registered addresses in territories outside Hong Kong where, inthe opinion
of the Directors, it would or might, be unlawful or impracticable to allot New Shares in such
places in satisfaction of the interim dividend for the six months ended 30th June 2002. These
shareholders will receive such dividend and all future dividends wholly in cash. No Forms of
Election will be sent to such shareholders.

Listing and Dealings

Shares issued by the Company have been admitted as eligible securities for deposit and
settlement in the Central Clearing and Settiement System established and operated by Hong
Kong Securities Clearing Company Limited. Dealings in the Company’s Shares may be settled
through the Central Clearing and Settlement System. Investors should seek the advice of their
stockbroker or other professional adviser for details of these settlement arrangements and
how such arrangements will affect their rights and interests.

The Shares are listed and dealt in on The Stock Exchange of Hong Kong Limited. On no
other stock exchanges are any part of the Shares of the Company listed or dealt in or on which
listing or permission to deal is being or is proposed to be sought. Application has been made
to The Stock Exchange of Hong Kong Limited for the listing of and permission to deal in the
New Shares to be issued pursuant to the scrip dividend arrangements. It is expected that share
certificates in respect of such Shares and dividend warrants will be posted at the risk of those
entitled thereto on 22nd November 2002 and dealings in such Shares will commence on 25th
November 2002. In the unlikely event that the New Shares are not admitted to listing by The
Stock Exchange of Hong Kong Limited before 22nd November 2002, the Forms of Election will
be disregarded and the full cash dividend will be paid to the entitled shareholders according
to their registered shareholdings.

Recommendation and Advice

It is the shareholders’ responsibility to decide in this regard whether or not to exercise
their rights to receive cash in lieu of the scrip dividend. Whether or not it is to the shareholders’
advantages to receive cash or New Shares, in whole or in part, depends upon their own
individual circumstances. The effect on the tax position of any shareholder will depend on that
shareholder’s particuiar circumstances. If you are in any doubt as to what to do, you should
consult your professional advisers. Shareholders who are trustees are recommended to take
professional advice as to whether the choice to receive cash or New Shares is within their
powers and as to its effect having regard to the terms of the relevant trust instrument.

Yours faithfully,
Dr. Lui Che Woo
Chairman
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B Results and Interim Dividend |

INTERIM RESULTS

The Directors of K. Wah Construction Materials Limited (the "Company”) are pleased to
announce the unaudited consolidated results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the six months ended 30th June 2002 together with comparative
figures for the corresponding period last year as follows:

The Group's turnover for the six months ended 30th June 2002 was HK$486,151,000,
representing a decrease of HK$55,519,000 over the corresponding period last year.

The Group’s unaudited profit attributable to shareholders for the six months ended 30th June
2002 amounted to HK$35,983,000, representing a decrease of HK$29,360,000 over the
corresponding period last year.

INTERIM DIVIDEND

The Board of Directors has resolved to pay an interim dividend of 1 cent per ordinary share
(2001: 1.5 cents scrip dividend with cash option), totalling HK$12,397,000 for the six months
ended 30th June 2002 (2001: HK$17 910,000) to shareholders whose names appear on the
register of members of the Company at the close of business on 11th October 2002. The Board
has also resolved that such dividend should take the form of a scrip dividend with shareholders
being given the option of receiving cash in place of part or all of the scrip dividend. A circular
containing details of the scrip dividend will be sent to shareholders of the Company in due
course.
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B Profit and Loss Statement |

For The Six Months Ended 30th June 2002

Turnover
Cost of sales

Gross profit

Other revenues

Other operating income
Administrative expenses
Other operating expenses

Operating profit
Finance costs
Share of profits less losses of

Jointly controlled entities
Associated companies

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

[nterim dividend

Earnings per share

2002
Note HK$'000

2 486,151
(427,329)

2001
HK$000

541,670
(447,299)

58,822
18,181
2,278

(28,424)

(5,612)

94,371
26,266
11,337
(32,597)
(14,330)

3 45,245
(4,491)

691
(530)

85,047

(8,961)
313
26

40,915
4 (3,280)

76,425
(8,999)

37,635
(1,652)

67,426
(2,083)

35,983

65,343

12,397

17,910

HK cents

6 3.0

HK cents

5.7

[\
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Balance Sheet |

As at 30th June 2002

30th June  31st December

2002 2001
Note HK$'000 HK$'000
Non-current assets
Fixed assets 7 674,829 675,498
Jointly controlled entities 181,050 177,818
Associated companies 87,202 86,033
Other non-current assets 7 158,905 141,709
(1,101,986 1,081,058
Current assets
Inventories 57,541 63,079
Debtors and prepayments 8 355,256 335,449
Other investments — 280,000
Taxation recoverable 5,472 3,380
Cash and bank balances 580,239 299,123
998508 981031
Current liabilities
Creditors and accruals 9 240,951 266,862
Current portion of long-term liabilities 12 10,000 101,555
Short-term bank oans, unsecured 65,940 183,690
Taxation payable 6,552 5134
Dividend payable 30,446 —
353,889 557,241
Net current assets 644,619 423,790
1,746,605 1,504,848
Financed by:
Share capital 10 121,787 121,674
Reserves 11 1,241,913 1,235,958
Sharehotders' funds 1,363,700 1,357,632
Minority interests 139,244 125,547
Long-term liabilities 12 225,000 —
Non-current liabilities 18,661 21,669

1,746,605 1,504,848




IR C-ash Flow Statement |

For The Six Months Ended 30th June 2002

2002 2001 i

HK$'000 HK$000 |
Net cash inflow from operating activities 20,654 90,944
Net cash inflow/(outflow) from investing activities 232,206 ©(31,729)
Net cash inflow from financing activities 28,332 14,438
Net increase in cash and 'bank balances 281,192 73,653
Change in exchange rate (76) (6)
Cash and bank balances at beginning of period 299,123 234,334
Cash and bank balances at end of period 580,239 307,981

H
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B Statement of Changes in Equity |

For The Six Months Ended 30th June 2002

2002 2001
Note HK$°000 HK$'000

Balance at beginning of the period 1,357,632 1,276,808
Issue of share upon exercise of share option 10 & 11 590 53
Exchange differences arising on

translation of overseas operation 11 (59) 153
Profit for the period 1 35,983 65,343
Dividends

Final dividend 11 (30,446) (46,066)
Balance at end of the period 1,363,700 1,296,291




I to the Financial Statements |

1. ACCOUNTING POLICIES

The financial statements have been prepared in accordance with Hong Kong Statement of
. Standard Accounting Practice (*SSAP”) 25 “Interim Financial Reporting”, issued by the
i Hong Kong Society of Accountants.

The Group has also adopted SSAP34 “Employee Benefits”, which is effective for the period
commencing on or after 1st January 2002.

The accounting policies adopted are consistent with those described in the 2001 Annual
Report and Accounts.

2. TURNOVER AND RESULTS

The Group is principally engaged in manufacture, sale and distribution of construction
materials.

Turnover Operating Profit
2002 2001 2002 2001
HK$000 HK$000  HK$'000 HK$000

Sales of construction materials
Hong Kong 264,616 395,376 36,406 82,827
Mainland China 221,535 146,294 8,839 2,220

486,151 541,670 45,245 85,047

RN AN e S e R s g e TR R M i 2 e F e i o i e e [

3. OPERATING PROFIT

* 2002 2001
HK$'000 HKS 000
“ Operating profit is stated after crediting: 6
Profit on disposal of listed investments 103 6,583
: Profit on disposal of fixed assets _ 80 144

2002 140434 WIY3LNI

Amortisation of negative goodwill 315 —
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BB to the Financial Statements |

2002 2001
HK$'000 HK$'000
and after charging:
Amortisation
Quarry site development 394 887
Overburden removal costs 7,506 5,110
Depreciation 30,569 39,739
Operating lease rental for land and buildings 6,671 9,144
Royalty 1,108 3177
Cost of inventories sold 364,084 373,221
Unrealised loss on long-term investments 697 —
4. TAXATION
2002 2001
HK$'000 HK$'000
Company and subsidiaries
Hong Kong profits tax 3,517 8,539
Mainland China profits tax 2,247 437
Deferred taxation (2,693) —
3,071 8,976
Jointly controlled entities
Mainland China profits tax 209 —
Associated companies
Hong Kong profits tax — 23

3,280 8,999

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on the estimated
assessable profits for the period.

Taxation assessable on profits generated outside Hong Kong has been provided at the
rates of taxation prevailing in the countries in which those profits arose.
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DIVIDENDS
2002 2001
HK$'000 HK$000
2001 Final scrip dividend with a cash option,
payable, of 2.5 cents per share 30,446
2000 Final scrip dividend with a cash option,
paid, of 4.0 cents per share
Scrip 22,796
Cash 23,270

30,446 46,066

The Board of Directors declares an interim scrip dividend of 1 cent per share (2001: 1.5
cents) with a cash option, totaling HK$12,397,000 for the six months ended 30th June
2002 (2001: HK$17,910,000) to shareholders whose names appear on the register of
members of the Company at the close of business on 11th October 2002. This amount will
be accounted for as an appropriation of revenue reserves in the year ending 31st
December 2002.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit attributable to shareholders
of HK$35,983,000 (2001: HK$65,343,000) and the weighted average number of
1,217,133,737 shares (2001: 1,151,690,000 shares) in issue during the period.

The diluted earnings per share is not presented as the exercise of the share options
outstanding as at 30th June 2002 would not have a dilutive effect on the earnings per
share.

CAPITAL EXPENDITURE

For the six months ended 30th June 2002, the Group incurred HK$31,000,000 on fixed
assets and HK$18,000,000 on deferred expenditure.

@
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B to the Financial Statements |

8. DEBTORS AND PREPAYMENTS

Trade debtors
Other receivable
Prepayments

30th June
2002
HK$000

262,756
45,736
46,764

355,256

31st December
2001
HK$'000

250,022
39,840
45,587

335,449

The Group has established credit policies, which follow local industry standard. The
Group normally allows an approved credit period ranging from 30 to 60 days for
customers in Hong Kong and 120 to 180 days for customers in Mainland China. These are

subject to periodic review by management.

The aging analysis of the Group’s trade debtors based on the dates of the invoices and net

of provision for bad and doubtful debts is as follows:

Within one month
Two to three months
Four to six months
Over six months

30th June
2002
HK$°000

82,331
126,746
39,123
14,556

262,756

31st December
2001
HK$'000

94,155
110,361
31,270
14,236

250,022
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CREDITORS AND ACCRUALS

30th June  31st December
2002 2001
HK$'000 HK$ 000

Trade creditors 89,747 93,642

Other creditors 60,749 52,784 _

Accrued operating expenses 84,733 112,107
Deposits received 5,722 8,329

240,951 266,862

The aging analysis of the Group’s trade creditors based on the dates of the invoices is as
follows:

30th June  31st December
2002 2001
HK$'000 HK$'000

Within one month 40,034 44,186
Two to three months 36,992 27,560
Four to six months 5,419 14,836
Over six months 7,302 7,060

89,747 93,642

—_
o
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to the Financial Statements |

10. SHARE CAPITAL

Ordinary Shares of
HK$0.10 each

No. of shares HK$'000
Authorised:
At 1st January 2002 and 30th June 2002 3,888,000,000 388,800
Issued and fully paid:
At 1st January 2002 1,216,740,404 121,674
Exercise of share options 1,130,000 113

At 30th June 2002 1,217,870,404 121,787

The Company operates a share option scheme under which options to subscribe for
ordinary shares in the Company are granted to selected executives. During the period, no
new options were granted (2001: nil) and options for 1,130,000 shares {2001: 100,000
shares) were exercised. At 30th June 2002, outstanding options granted under the scheme
are as follows:

Option price Number

Exercise period per share of shares
HK$

20th May 1999 to 19th May 2008 0.5333 12,962,000

30th December 2000 to 29th December 2009 0.5216 25,302,000

38,264,000
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I to the Financial Statements |

RESERVES

At 1st January

Changes in exchange rates
Premium on shares issued
Profit for the period

Final dividend

At 30th June

LONG-TERM LIABILITIES

Bank loans
Secured
Unsecured

Obligations under finance leases wholly
repayable within five years

Current portion included in current liabilities

CAPITAL COMMITMENTS

Contracted but not provided for

2002 2001
HK$'000 HK$000
1,235,958 1,161,642
(59) 153

477 43
35,983 65,343
(30,446) (46,066)

1,241,913 1181115

30th June  31st December

2002 2001
HK$°000 HK$'000
175,000 62,167

60,000 38,750
— 638
235,000 101,555
(10,000) (101,555)

225,000 —

30th June  31st December

2002 2001
HK$°000 HK$'000

38,466 38,531

In addition, the Group has undertaken to invest HK$163,145,000 (2001: HK$78,325,000)
in certain investee companies which are engaged in construction materials and high

technology projects.

—
N
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B ndependent Review Report |

To the Board of Directors of K. Wah Construction Materials Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by the Company to review the financial information set out on pages 2
to 12.

Directors’ responsibilities

The Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited
require the preparation of the interim financial information to be in compliance with the
Statement of Standard Accounting Practice 25 “Interim finanical reporting” issued by the Hong
Kong Society of Accountants and the relevant provisions thereof. The interim financial
information is the responsibility of, and has been approved by, the Directors.

Review work performed

We. conducted our review in accordance with the Statement of Auditing Standard 700
“Engagements to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries of the management and applying
analytical procedures to the interim financial information and based thereon, assessing whether
the accounting policies and presentation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of controls and verification of
assets, liabilities and transactions. It is substantially less in scope than an audit and therefore
provides a lower level of assurance than an audit. Accordingly we do not express an audit
opinion on the interim financial information.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any material
modifications that should be made to the interim financial information of the six months ended
30th June 2002.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18th September 2002
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B Discussion and Analysis |

REVIEW OF OPERATION AND OUTLOOK

Turnover and profit before taxation for the half year ended 30th June 2002 was HK$486 million
and HK$41 million as compared to HK$542 million and HK$76 million respectively for the
corresponding period last year, representing a decrease in turnover of 10% and a decrease in
profit before tax of 46%. Hong Kong Construction Materials Division remains the major
contributor to the profit of the Group but profit deteriorated further despite management efforts
to contain cost. This was due to the fact that local public, private property and infrastructure
developments experienced prolonged slowdown affecting demand and prices.

The Group also noted that the current order book is at a level lower than the corresponding
period last year. However, given the current market situation, the Group considered the situation
satisfactory.

The overall contribution of the Mainland China Construction Materials Division shows
commendable growth as compared to the corresponding period fast year. In Shanghai,
contribution continues to outperform expectation. 1t is envisaged that the contribution from
Shanghai region will increase further along with the continuous growth of the ready mixed
concrete market. The overall performance in Guangzhou remains disappointing and is similar to
that of the corresponding period last year.

For technology investments, the Group has been continuously investing prudently within the
current strategic mandate to bring in medium to long-term return and diversify its risks.

The Group has announced investment plans of up to HK$500 million to capture the huge
opportunities available in the Mainland. The Group's expansion strategy focuses on penetrating
further the existing Shanghai market and expanding its products range and business presence to
Beijing and other major cities through a number of new projects. The Group is confident that the
- strategy will bring satisfactory return in the future.

LIQUIDITY AND FINANCIAL RESOURCES

The financial position of the Group has continuously improved during the period. At 30th June
2002, the shareholders’ funds increased by 0.4% to HK$1,364 million from HK$1,358 million at
31st December 2001 and the Group’s gross assets employed increased by 16% to HK$1,747
miltion from HK$1,505 million at 31st December 2001.

The Group's liquidity position remains strong and the Group possesses sufficient cash and
available banking facilities to meet its commitments, working capital requirements and future
assets acquisitions.

Py
n
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B Discussion and Analysis |

GEARING RATIO

The gearing ratio, defined as the ratio of total loans outstanding less cash balances to total
assets, was practically at a debt free level at 30th June 2002 and 31st December 2001.

TREASURY POLICY

The Group continues to adopt a conservative treasury policy with all bank deposits in either
Hong Kong Dollars, United States Dollars or in the local currencies of the operating
subsidiaries, keeping a minimum exposure to foreign exchange risks. The Group has not
engaged in the use of other derivative products, which are considered not necessary for the
Group’s treasury management activities.

CHARGES ON GROUP ASSETS

Land and buildings with net book values of HK$239,974,000 (31st December 2001:
HK$242,643,000) was pledged to secure banking facilities and plant and machinery were
released from security of banking facilities during the period (31st December 2001:
HK$111,398,000).

CONTINGENT LIABILITIES

The Company has executed guarantees in favour of banks in respect of facilities granted to
subsidiaries amounting to HK$299,460,000 (31st December 2001: HK$295,893,000). At 30th
June 2002, the facilities utilised amounted to HK$154,840,000 (31st December 2001:
HK$205,283,000).

EMPLOYEES AND REMUNERATION POLICY

The Group, excluding associated companies and jointly controlled entities, have over 1,200
employees in Hong Kong and the Mainland. The Group recruits and promotes individuals based
on their competencies, merit and development potential and ensures remuneration packages
including a share option scheme for executives are competitive.
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B nformation |

SHARE CAPITAL

The Company has not redeemed any of its shares during the six months ended 30th June 2002.
Neither the Company nor any of its subsidiary companies have purchased or sold any of the
Company’s shares during the six months ended 30th June 2002.

DIRECTORS’ INTERESTS AND SHARE OPTIONS

At 30th June 2002, the interests of each director in the shares of the Company and its
associated corporation, K. Wah International Holdings Limited, and the details of any right to
subscribe for shares of the Company and K. Wah International Holdings Limited and of the
exercise of such rights, as recorded in the register maintained under section 29 of the Securities
(Disclosure of Interests) Ordinance (*SDI Ordinance”) or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as follows:

(a) Ordinary Shares of the Company:

Personal Family  Corporate Other

interests  interests  interests interests Total
Lui Che Woo 7,183,641 1,389,650 71,008,557 823,069,667 902,651,515
Francis Lui Yiu Tung 2,822 — — 823,069,667 823,072,489
Albert To Tak Pui — — — - —
Paddy Tang Lui Wai Yu 1,861,906 — —  823,069,667% 824,931,573
Chan Nai Keong 53,458 — — — 53,458
Charles Cheung Wai Bun 1,810 — — — 1,810
Moses Cheng Mo Chi — — — - S

Yip Hing Chung 173,170 — — — 173170

—
(@)
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B nformation |

(b) Share Options of the Company:

At 30th June 2002, the particulars of the options held by each of the directors of the
Company and the employees of the Company in aggregate granted under the Share Option
Scheme of the Gompany or under any other share option schemes of the Company, were

as follows:
Options ~ Options  Options  Options
heldat  granted  exercised held at  Exercise
1st January during during  30th June price Exercise
Date of grant 2002 the period  the period 2002 (HKS) period
Lui Che Woo 20 May 1998 1,500,000 — — 1,500,000 05333 20 May 1999 -
19 May 2008
30 Dec 1993 1,800,000 — — 1,800,000  0.5216 30 Dec 2000 -
29 Dec 2009
Francis Lui YiuTung 20 May 1998 1,000,000 — — 1,000,000  0.5333 20 May 1999 -
19 May 2008
30 Dec 1999 1,600,000 - — 1,600,000 05216 30 Dec 2000 -
29 Dec 2009
Albert To Tak Pui — — — — — — —
Paddy Tang Lui Wai Yu 20 May 1998 600,000 — — 600,000 05333 20 May 1999 -
19 May 2008
30 Dec199% 1,070,000 — — 1,070,000  0.5216 30 Dec 2000 -
- 29 Dec 2009
Chan Nai Keong 20 May 1998 300,000 — — 300,000 05333 20 May 1999 -
19 May 2008
30 Dec 1999 536,000 - — 536,000  0.5216 30 Dec 2000 -
29 Dec 2009
Charles Cheung Wai Bun — — — — — — —
Moses Cheng Mo Chi — — — — — — —
17
= Yip Hing Chung — - — — — — —
g
8 Employees 20 May 1998 9,762,000 — 200,000* 6562000 05333 20 May 1999 -
g 19 May 2008
S 30 Dec 1999 21,226,000 — 930,0002 20,296,000  0.5216 30 Dec 2000 -
2 29 Dec 2009
S
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Notes:

1. Exercise date was 25th April 2002. At the date before the options were exercised, the closing
price per share was HK$0.65.

2. For 50,000 options, exercise date was 8th March 2002. At the date before the options were
exercised, the closing price per share was HK$0.59.

For 650,000 options, exercise date was 25th April 2002. At the date before the options were
exercised, the closing price per share was HK$0.65.

For 180,000 options, exercise date was 9th May 2002. At the date before the options were
exercised, the closing price per share was HK$0.70.

For 50,000 options, exercise date was 10th May 2002. At the date before the options were
exercised, the closing price per share was HK$0.69.

All options referred to above are subject to a one-year vesting period.

Ordinary Shares of K. Wah International Holdings Limited:

Personal Family Corporate Other

interests interests  interests interests Total
Lui Che Woo 241,895 6,564,657 32251,3819 1,155,322,894@ 1,194, 380,827
Francis Lui Yiu Tung 379,804 — — 1,155,322,894@ 1,155,702 698
Albert To Tak Pui — — — — —
Paddy Tang Lui Wai Yu 4,639,166 — — 1,155,322,894@ 1 159,962,060
Chan Nai Keong 165,015 — — — 165,015
Charles Cheung Wai Bun 7,239 — — — 7,239
Moses Cheng Mo Chi — — — — —
Yip Hing Chung — — — — —

2002 140434 WIH3LINI
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(d)

Share Options of K. Wah International Holdings Limited:

Number outstanding  Number exercised
at 30th June 2002 during the period

Lui Che Woo 2,850,000 —
Francis Lui Yiu Tung 2,200,000 —
Albert To Tak Pui — —
Paddy Tang Lui Wai Yu 1,470,000 —
Chan Nai Keong 735,000 —

Charles Cheung Wai Bun — —
Moses Cheng Mo Chi — _
Yip Hing Chung — _

71,008,557 shares in the Company were held by Best Chance Investments Ltd. which was controlled
by Dr. Lui Che Woo.

K. Wah International Holdings Limited was interested in 819,476,512 shares in the Company
representing more than one-third of its issued share capital held by a wholly owned subsidiary of K.
Wah International Holdings Limited. In addition, a discretionary trust was interested in 3,593,155
shares in the Company. 1,155,322,894 shares in K. Wah International Holdings Limited representing
more than one-third of its issued share capital were held by discretionary trusts. Dr. Lui Che Woo, Mr,
Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu, as discretionary beneficiaries interested in the
trusts, are deemed to be interested in those shares in K. Wah International Holdings Limited and the
Company held by the trusts and in those shares in the Company in which K. Wah Internationa
Holdings Limited was interested as aforesaid.

32,251,381 shares in K. Wah International Holdings Limited were held by Best Chance Investments
Lta. which was controlled by Dr. Lui Che Woo.
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SUBSTANTIAL SHAREHOLDERS

At 30th June 2002, the interest of every person (not being a director or chief executive of the
Company) having an interest in 10 per cent or more of the issued share capital of the Company
as recorded in the register kept under section 16(1) of the SDI Ordinance were as follows:

Name Number of Ordinary Shares
Sutimar Enterprises Limited 819,476,512 (Note 1)
K. Wah International Holdings Limited 819,476,512 (Note 1)
HSBC Holdings plc : 823,096,106 (Note 2)
HSBC Bank plc 823,096,106 (Note 2)
Midcorp Limited 823,096,106 (Note 2)
Griffin International Limited 823,096,106 (Note 2)
HSBC Europe BY 823,096,106 (Note 2)
HSBC Europe (Netherlands) BY 823,096,106 (Note 2)
HSBC International Trustee Limited 823,096,106 (Note 2)
Noies :

(1} K. Wah International Holdings Limited is deemed to be interested in the 819,476,512 shares in the
Company held by Sutimar Enterprises Limited since it owned all of the issued share capital of Sutimar
Enterprises Limited.

(2) HSBC International Trustee Limited is the trustee of discretionary trusts which hold 823,096,106

shares in the Gompany. Each of HSBC Holdings plc, HSBC Bank plc, Midcorp Limited, Griffin
fnternational Limited, HSBC Europe BY and HSBC Europe (Netherlands) BV are deemed to be
interested in the 823,096,106 shares in the Company held by HSBC International Trustee Limited,
being a wholly owned subsidiary within the HSBC Group.

There was duplication of interest of:

()

(ii)

823,069,667 shares in the Company between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mrs.
Paddy Tang Lui Wai Yu, HSBC Holdings plc, HSBC Bank pic, Midcorp Limited, Griffin
International Limited, HSBC Europe BV, HSBC Europe (Netherlands) BV and HSBC international
Trustee Limited. Among these shares, 819,476,512 shares were also interested by Sutimar
Enterprises Limited and K. Wah International Holdings Limited; and

1,155,322,894 shares in K. Wah International Holdings Limited between Dr. Lui Che Woo, Mr.
Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu.

AUDIT COMMITTEE

Having been reviewed by the Company’s Auditors, PricewaterhouseCoopers, the Group’s Interim
Report for the six months ended 30th June 2002 was reviewed by the Audit Committee
(“Committee”). Regular meetings have been held by the Committee which meets at least twice
gach year.
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CLOSE OF REGISTER

The register of members will be closed from 7th October 2002 to 11th October 2002, both days
inclusive, during which period no transfer of shares will be effected. In order to qualify for the
dividend, shareholders must ensure that all transfers together with the relevant share certificates
are lodged with the Company’s Registrars in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's Road East,
Wanchai, Hong Kong for registration no later than 4:00 p.m. on 4th October 2002.

CODE OF BEST PRACTICE

For the six months ended 30th June 2002, the Company has complied with the Code of Best
Practice issued by The Stock Exchange of Hong Kong Limited save and except that, prior to the
2000 Annual General Meeting of the Company (“2000 AGM”), non-executive directors are being
appomted subject to retirement by rotation and re-election at the annual general meeting of the
Company in accordance with the Company’s Articles of Association. Commencing from the 2000
AGM, non-executive directors are being appointed for a term of three years, who may under
special circumstances be re-appointed for another 3-year term.

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 18th September 2002

Registered Office:

29th Floor, K. Wah Centre
191 Java Road

North Point

Hong Kong

Website: www.kweml.com
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The Standard Thursday, September 19, 2002

_NOTICES

K. WAH CONSTRUCTION MATERIALS LIMITED

{Incorporated in Hong Kong with limited liability)
ANNOUNCEMENT OF INTERIM RESULTS

FOR THE SIX MONTHS ENDED 30TH JUNE 2002

INTERIM RESULTS

The Directors of K. Wah Construction Materlals LImited (the "Company”) are pleased
to announce the unaudited consolidated results of the Company and its subsidlaries
(collectively referred to as the “Group”) for the six months ended 30th June 2002
together with comparative figures for the corresponding period last year as foliows:

The Group's turnover for the six months ended 30th June 2002 was
HK$486,151,000, representing a decrease of HK$55,518,000 over the
corresponding perlod last year.

The Group’s unaudited profit attributable to shareholders for the six months ended

30th June 2002 amounted to HK$35,883,000, representing a decrease of
HK$29,360,000 over the corresponding period last year.

INTERIM DIVIDEND

The Board of Diractors has resolved to pay an interim dividend of 1 cent per ordinary
share (2001: 1.5 cents scrip dividend with cash option), totalling HK$12,397,000 tor
the six months ended 30th June 2002 (2001: HK$17,910,000) to shareholders whose
names appear on the register of members of the Company at the ciose of business
on 11th October 2002. The Board has also resolved that such dividend should take
the form of a scrip dividend with shareholders being given the option of receiving
cash in place of part or alf of the scrip dividend. A circular containing dstails of the
scrip dividend will be sent to shareholders of the Company in dus course.

Consolidated Profit and Loss Statement
For The Six Months Ended 30th June 2002

30th June 31st December
Note 2002 2001
HK$'000 HK$'000

Financsd by:
Share capltal 121,787 121,674
Reserves 1,241,913 1,235,958
Sharsholders’ funds 1,363,700 1,357,632
Minorlty Interests 39,244 25,547
Long-term (iabilities 226,000 =
Non-current liabilities 18,661 21,669
' 1,746,605 1,504,848

Nates to the flnanclal statements
1. ACCOUNTING POLICIES

The Hinanclal statements have besn prepared undsr the historical cost convention, as
modified by the revaluation of certain properties and investments, and in conformity
with generally accepted accounting principtes In Hong Kong.

The accounting policles adopted are consistent with those described in the 2001
Annual Report and Accounts. -

2. TURNOVER AND RESULTS

The Group is principally engaged in manufacture, sale and distribution of construction

Note 2002 - 2001 terials.
HK$'000 HK$'000 materials
Turnover Operating Profit
Turnover 2 486,151 541,670 2002 2001 2002 2001
Cost of sales, {427,329) (447,299) HK$'000  HKS'000 HKS'000  HKS'000
Gross profit 58,822 94,371
Other revenues 18,181 26,266 , -
Other operating Income 2,278 11,337 Salss of construction materlals
Administrative expenses (28,424) {32,597} Hong Kong ’ 264,616 395,378 36,406 82,827
Other operaling expenses (5,612) (14,330) Malnland China 221,535 146,294 8,839 2,220
Operating profit 45,245 85,047
- Finance costs (4,491) (8,961) 486,151 541,670 45,245 85,047
Share of profits less losses of !
Jointly controlied entities 691 313 3. OPERATING PROFIT
Asscciated companles (530) . 28 . m' s st it diti d charaing the following:
Frofil before taxetion _ 40,915 76,425 - Operatln_g profit Is stated aftar crediting and charging the fotlowing:
Taxation (3,280) (8,999) : 2002 2001
Profit after taxation 37,6356 67,426 HK$'000  HK$'000-
Minority.interests (1,652) (2,083)
Profit atirlbutable to shareholders 35,983 65,343 Crediting
Profit on disposal of listed investments 103 8,583
Interim dividend 12,397 17,810 Proflt on disposal of lixed assets 80 144
Amortisation of negative goodwill 316 -
- HK cents HK cents .
Earnings per share 3.0 5.7 Charging
Consolidated Balance Sheet Amortisation
As at 30th June 2002 Quarry site dsvelopmant 384 887
. Overburden removal costs 7,506 5,110
30th J‘{,BZ 31st December Depraciatian - 30,569 39,739
HK$2'000 HK$2’38(17 Operating lease rental for land and buildings 6,671 9,144
Royalty 1,108 3,177
Non-current assets 4,0
Fixed assats 5747829 675,498 Cost of Inventories soid 384,084 373,221
Jolntly controlled entitiss 181,050 177,818 Unrealised loss on fong-term Investments —_b8 =
Assoclated companies 87,202 86,033
Other non-current assets 158,805 141,709 4 TAXATION
1,101,888 1,081,058 2002 2001
‘ HKS$'000 HK$'000
Culrrent assels : ) .
nventories 57,541 63,079
Debtors and prepayments 355,256 335449 Company and subsidlaries
Other investments — 280,000 Hong Kong profits tax 3,817 8,539
gz;xit!g:dreb(;onvkegbléen . 588.3;3 293?23 Mainland China profits tax 2,247 437
s ce ! ! L Deterred taxation (2,693 —
..998,508 ..981,031 ) -
...... ] 3,071 8,976
Current liabllities Jointly controlled entltles
Creditors and accruals 240,951 266,862 Mainland China profits tax = 209 -
Current portion of long-term ’
ltabilities 10,000 101,555
Short-term bank !oans, unsecured 65,940 183,690 Assoclated °°”‘°5,T"es
E?xatlon payable 6.552 5,134 Hong Keng profits tax - =
vidend payable 30,448 — 3,280 8,099
) ..353,888 ..557,241 . ‘ = - T
Hong Kong proflts tax has been provided al the rate of 16% (2001:16%) on the
Net current assets ..644,619 ..423,780 estimated assessable prolits for the period.
: ‘ Taxatlon assessable on profits generated outside Hang Kong has been provided at the
1,746,605 1,504,848 rates of taxation prevalling in the countries In which ?hose profits arose.
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&  DIVIDENDS .
2002

200
HK$'000 HK$'000
2001 Final scrip dividend with a cash option, bayab\s, of
2.5 cents per share : 30,446
2000 Final scrip dividend with a cash optién, paid, of 4.0
cents petr share .
Scrip 22,7906
Cash 23,270
30,446 46,066

The Board of Directors declares an interim scrip dlvidend of 1 cent per share (2001:
1.5 cents) with a cash optlon, totaling HK$12,397,000 for the six months ended 30th
June 2002 (2001: HK$17,910,000) to sharehoiders whose names appsear on the
register of members of the Company at the close of business on 11th October 2002,
This amount will be accounted for as an appropriation of revenue reserves in the year
ending 31st December 2002.

€. EARNINGS PER SHARE o
The calculation of baslc earnings per share is based on profit attributable to
shareholders of HK$35,983,000 (2001 HK$65,343,000) and the weighted average
number of 1,217,133,737 shares {2001: 1,151,690,000 shares) in Issue durlng the
pericd. .
The diluted earnings per shars is not presented as the exercise of the share options
outstanding as al 30th Juns 2002 would not have a dllutive effect on the earnings per
share. .

7. DEBTORS AND PHEPAYMENTS o

31st

- 30th June Dscember

. 2002 2001

HK$'000  HK$'000

Trade deblors 262,756 250,022
Other recelvable 45,7386 39,840
Prepayments - 46,764 45,587
355,256 335,449

Emm—— TEe——

The Group has established credit policies, which follow local Industry standard. The
Group normally allows an approved credit perlod ranging from 30 to 60 da¥s for
customers in Hong Kang and 120 to 180 days for customers in Mainland China. These
are subject to periodic review by management,

The aging analysis of the Graup's trada debtors based an the dates of the involces and
net of provision for bad and doubtiul debts is as follows:

31st
30th June Dacember
2002 2001
HK$'000  HK$'000
Within one month 82,334 94,155
Two to three months 126,746 110,361
Four to six months 39,123 31,270
Qver six months . 14,558 14,236
262,756 250,022
8. CREDITORS AND ACCRUALS

31st
30th June December
< 2002 2001
HK$'000  HK$'000
Trade creditors - 89,747 93,642
Other creditors © 80,749 52,784
Accrued eperating expenses 84,733 112,107
Deposits received " B;722 8,329
240,951 266,862
The aging analysis of the Group's trade craditors based on the dates of the invoices

is as follows: '
31st
30th June Dscember
2002 2001
HK$'000  HK$'000
Within one month 40,034 44,186
Two to three months 36,992 . 27,560
Four to six months 5,418 14,836
Over slx months 7,302 7,060
- B9,747 93,642

MANAGEMENT DISCUSSION AND ANALYSIS
Review of Operation and Outlook

Turnover and profit before taxation for the hail year ended 30th June 2002 was
HK$4886 Milllon and HK$41 Million as compared to HK$542 Million and HK$76 Million
respectively for the corresponding perlod last year, representing a decrsase In
turnover of 10% and a decrease in profit before tax of 46%. Hong Kong Construction
Materials Divislon remains the major contributor to the profit of the Group but profit
deteriorated further despite management efforts to contain cost, This was due to the

tact that |ocal public, private property and Infrastructure developments experienced

proionged slowdown affecting demand and prices.

The Group also noted that.the current order book Is at a level lower than the
corresponding period last year. However, given. the current market situation, the
Group considered the situation satisfactory.

The overall contribution of the Malnland China. Construction Materials *Djvision
showskcqmmep“qha‘b‘lie grovgt_llasf Acpﬁmpa‘rgd‘lio lhq corresponding period last year. in

- e T o T

contributlon from Shanghal reglon will increase lurther along with the continuous
growth of the ready mixed concrete markaet. The overall performance In Guangzhou
remains disappolinting and is similar to that of the corresponding period last year.

For technology Investments, the Group has been contlnuousl?l investing prudently
within the current strategic mandate to bring In medium to long-term return and
diversify its risks. '

Thé Group has announcsd investment plans of up to HK$500 Million to capture the

huge opportunities available in the Mainland, The Group’s expansion strategy
focuses on penetrating further the existing Shanghal market and expanding ts

" products range and business presence to Beljing and other major citles through a

number of new projects. The Group Is confident thal the strategy will bring
satisfactory return in the future. ’ :

Liguldity and Financlal Resources

The financial position of the Group has continuously improved during the period. At
30th June 2002, the shareholders’ funds increased by 0.4% to HK$1,364 million from
HK$1,358 million at 31st December 2001 and the Group's gross assets employed
increased by 16% to HK$1,747 million from HK$1,505 miilion at 31st December
2001.

The- Group's liquidity position remains stronbg and the Group possesses sufficient
cash and available banking facliities to meet Its commitments, working capital
requirements and future assets acquisitions. '

Gearing Ratio

The gearing ratio, deflhed as the ratio of tota! loans outstanding less cash balances
to total assets, was practically at a debt free leve! at 30th June 2002 and 31st
December 2001.

Treasury Polley

The Group continues to adopt a conservative treasury policy with all bank deposits
in either Hong Kong Dollars, United States Dollars or in the local currencies of the
operating subsidlaries, keeping & minimum exposure to foreign exchange risks. The
Graup has not engaged in the use ot other derivative products, which are considered
not necessary for the Group's treasury managemaent actlvities.

.Charges on Group Assets

Land and buildings with net book values of HK$239,974,000 (31st December 2001:
HK$242,643,000) was pledged to secure banking facilities and plant and machinery
were released from security of banking facilities during the pariod (31st December

2001: HK$111,398,000).

Contingent Liabilitles

The Company has executed guarantees in {avour of banks in respect of tacllities
granted to subsidiaries amounting lo HK$299,460,000 (31st-December 2001:
HK$295,883,000). At 30th June 2002, the facilities ulilised amounted to
HK$154,840,000 (318t December 2001: HK$205,283,000).

Employees and remuneration poilcy

The Group, excluding associated companies and Jointly controlied entities, have
over 1,200 employees in Hong Kong and the Malnland. The Group recruits and
promotes Indlviduals based on their competencies, merit and development potential
and ensures remuneration packages including a share option schems for executives
are competitive, :

SHARE CAPITAL

The Company has not redeemed any of its shares during the six menths ended 30th
June 2002, Nelther the Company nor any of its subsidiary companies have
purchased or sold any of the Company's shares during the six months ended 30th
June 2002. : :

AUDIT COMMITTEE

Having been reviewed by the Company's Auditors, PricewaterhouseCoopers, the
Group’s Interim Report for the six months ended 30th June 2002 was reviewed by
the Audit Committee ("Committee”). Regular meetings have been held by the
committee which meets at least twice each year.

CL.OSE OF REGISTER

The reglster of members will be closed from 7th Octeber 2002 to 11th October 2002,

both days inclusive, during which period no transfer of shares will be effected. In

order to qualify for the.-dividend, shareholdsrs must ansure that all transfers togsather

with the relavant share certificates are lodged with the Company’s Registrars in -
Hong Kong, .Computsrshare Hong Kong Investor Services Limited, at Shops

1712-1716, 17th Fioor, Hopewell Centre, 183 Queen's RAoad East, Wanchai, Hong

Kong for registration no later than 4:00 p.m. on 4th October 2002.

CODE OF BEST PRACTICE

For the six months endsd 30th June 2002, the Company has complied with the Code
of Best Practice Issued by The Stock Exchange of Hong Kong Limited save and
except that, prior to the 2000 Annual General Meseting of the Company ("2000 AGM"),
non-executive directors are being appointed subject to retiremant by rotation and
re-electlon at the annual general meeting of the Company in accordance with the
Company's Articles of Assaciation. Commencing from the 2000 AGM, non-executive
directors are belng appointed for a term of three ysars, who may under special’
clrcumstances be re-appolinted for another 3-year term. ‘

PUBLICATION OF FURTHER INFORMATION

All information required by paragraphs 46{1) to 46(6) of Appendix 16 of the Rulss
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited .
(“the Exchange”) will be published on the Company's and the Exchange's websites
in due course.’ The Group's unaudited interim financlal statements have been
reviewed by the Company's auditors PricewaterhouseCoopers, and a report of thelir
review will be included in the Interim Report to Shareholders.

By Order of the Board
- Steven Tong Kul Nam
’ Company Secretary
Hong Kong, 18th Septembsr 2002
Registered Office:
20th Floor, K. Wah Centre
181 Java Road
Nofth Point
Hong Kong
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular, you should consult a stockbroker or other registered
dealer in securities, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold all your Shares in K. Wah Construction Materials Limited, you should at once hand this
circular to the purchaser or to the bank, stockbroker or other agent through whom the sale was effected for
transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

K. WAH CONSTRUCTION MATERIALS LIMITED -

(Incorporated in Hong Kong with limited liability) i

CONNECTED TRANSACTION

Granting of Guaranteed Unsecured Revolving Loan Facility
by
Brighten Lion Limited, an indirect wholly-owned subsidiary of
K. Wah Construction Materials Limited, to
Great Place Developments Limited,
an indirect wholly-owned subsidiary of
K. Wah International Holdings Limited

Financial adviser to K. Wah Construction Materials Limited

—— EQUITAS CAPITAL LIMITED

Independent financial adviser to the Independent Board Committee of
K. Wah Construction Materials Limited

z Somerley Limited

A letter from the board of Directors of K. Wah Construction Materials Limited is set out on pages 4 to 10 of this
circular. A letter from the Independent Board Committee of K. Wah Construction Materials Limited containing
its advice to Independent Shareholders is set out on pages 11 to 12 of this circular. A letter from Somerley
Limited, the independent financial adviser, containing its advice to the Independent Board Committee of K. Wah
Construction Materials Limited is set out on pages 13 to 22 of this circular.

A notice convening an extraordinary general meeting of K. Wah Construction Materials Limited to be held on
Thursday, 22nd August, 2002 at Picasso Room, Basement 1, Grand Stanford inter-Continental Hong Kong, 70
Mody Road, Tsimshatsui East, Kowloon, Hong Kong at 11:15 a.m. is set out on pages 30 to 31 of this circular.
Whether or not you are able to attend, please complete and return the enclosed form of proxy in accordance
with the instructions printed thereon as soomas possible and in any event no later than 48 hours before the time
appointed for the holding of the meeting. Completion and return of the form of proxy will not preclude you from
attending and voting at the meeting (or at any adjourned meeting thereof) should you so wish.

5th Auqust, 2002
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DEFINITIONS

In this circular, uniess the context otherwise requires, the following expressions have the

following meanings:

“Agreement”

“associate(s)”
“Board”

“Brighten Lion”

“Company” or “"KWCM”

“Completion”

“connected person”

“Consolidated Total Net
Borrowings”

“Director(s)”

::EGM”

“Equitas”

“Facility”

the conditional agreement dated 22nd July, 2002 entered
into between, Great Place and Brighten Lion in retation to
the Facility

shall have the meaning ascribed to it in the Listing Rules
board of Directors

Brighten Lion Limited, a company incorporated in Hong
Kong and an indirect wholly-owned subsidiary of the
Company

K. Wah Construction Materials Limited, a company
incorporated in Hong Kong, the shares of which are listed
and dealt in on the Stock Exchange

completion of the Transaction

a director, chief executive or substantial shareholder of a
listed company or its subsidiaries or their respective
associates

the aggregate of all the liabilities in respect of financial
indebtedness of the KWIH Group (determined on a
consolidated basis in accordance with generally
accepted accounting principles and practices in Hong
Kong) but deducting any cash in hand or at bank
belonging to the KWIH Group

the director(s) of the» Company

an extraordinary general meeting of the Company to be
convened to approve, amongst other things, the
Agreement and the transactions contemplated therein or
any adjournment of such extraordinary general meeting

Equitas Capital Limited, an exempt dealer and an exempt
investment adviser under the Securities Ordinance
(Chapter 333 of the Laws of Hong Kong), the financial
adviser to the Company

the guaranteed unsecured revolving loan facility granted
by Brighten Lion to Great Place pursuant to the terms of
the Agreement
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DEFINITIONS

“Great Place”

“Group” or “‘KWCM Group”

“Guarantee”

“HIBOR”

“Hong Kong”

“Independent Board
Committee”

“Independent Shareholders”

“KWIH”

“KWIH Director(s)”

“KWIH Group”

“KWIH Independent
Shareholders”

“KWIH Share(s)”

“Latest Practicable Date”

“Listing Rules”

Great Place Developments Limited, a limited company
incorporated in the British Virgin Islands and an indirect
wholly-owned subsidiary of KWIH

the Company and its subsidiaries

guarantee and indemnity from KWIH in favour of Brighten
Lion in respect of the obligations of Great Place under
the Agreement

Hong Kong interbank offered rates per annum for Hong
Kong dollar deposits quoted on the Reuters screen and
calculated pursuant to the Facility

the Hong Kong Special Administrative Region of the PRC

an independent committee of the board of Directors
(comprising Messrs. Moses Cheng Mo Chi and Yip Hing
Chung, each being an independent non-executive
Director) which has been established to advise the
Independent Shareholders in respect of the Transaction

shareholders of the Company (other than the Lui Family
and their associates) who are entitled to attend and vote
at the EGM on the Agreement and the transactions
contemplated therein

K. Wah International Holdings Limited, a company
incorporated in Bermuda, the shares of which are listed
and dealt in on the Stock Exchange

the director(s) of KWIH

KWIH and its subsidiaries (inciuding, uniess the context
requires otherwise, the Group)

shareholders of KWIH (other than the Lui Family and
their associates) who are entitled to attend and vote at
the SGM on the Agreement and the transactions
contemplated therein

share(s) of HK$0.10 each in the share capital of KWIH

2nd August, 2002, being the latest practicable date prior
to the printing of this circular for ascertaining certain
information contained herein

the Rules Governing the Listing of Securities on the
Stock Exchange
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DEFINITIONS

“Lui Family”

“PRC” or “China”

“SD1 Ordinance”
“Securities Ordinance”

USGMH

“Share(s)”

“Shareholder(s)”

“Somerley”

“Stock Exchange”

“subsidiaries”

“Transaction”

uH K$n

Dr. Lui Che Woo (the Chairman of the Company),
Mr. Francis Lui Yiu Tung (the Managing Director) and
Mrs. Paddy Tang Lui Wai Yu (an Executive Director)

the People’s Republic of China

Securities (Disclosure of interests) Ordinance {Chapter
396 of the Laws of Hong Kong)

Securities Ordinance (Chapter 333 of the Laws of Hong
Kong)

a special general meeting of KWIH to be convened to
approve, amongst other things, the Agreement and the
transactions contemplated therein or any adjournment of
such special general meeting

share(s) of HK$0.10 each in the share capital of the
Company

holder(s) of shares in the capital of the Company

Somerley Limited, a registered investment adviser and
an exempt dealer registered under the Securities
Ordinance (Chapter 333 of the Laws of Hong Kong) and
the independent financial adviser to the Independent
Board Committee

The Stock Exchange of Hong Kong Limited

shall have the meaning ascribed to it by section 2(4) of
the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)

the transaction contemplated under the Agreement

Hong Kong dollars
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LETTER FROM THE BOARD

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office:

Dr. Lui Che Woo, MBE, JP, LLD (Chairman) 29th Floor

Francis Lui Yiu Tung K. Wah Centre
(Deputy Chairman and Managing Director) 191 Java Road

Albert To Tak Pui North Point

Paddy Tang Lui Wai Yu Hong Kong
Non-executive Directors:

Dr. Chan Nai Keong, CBE, JP

Dr. Charles Cheung Wai Bun, Jp°

Moses Cheng Mo Chi, OBE, JP°

Yip Hing Chung, MBE, JP°

* Independent non-executive Directors

5th August, 2002

To the Shareholders

Dear Sir or Madam,

CONNECTED TRANSACTION

Granting of Guaranteed Unsecured Revolving Loan Facility
by
Brighten Lion Limited, an indirect wholly-owned subsidiary of
K. Wah Construction Materials Limited, to
Great Place Developments Limited,
an indirect wholly-owned subsidiary of
K. Wah International Holdings Limited

1. INTRODUCTION

It was jointly announced by the Company and KWIH on 22nd July, 2002 that Great Place
and Brighten Lion had entered into the Agreement on that day pursuant to which Brighten Lion

has conditionally agreed to grant the Facility in the maximum amount of HK$330 million to
Great Place on the terms summarised herein below.
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Equitas has been appointed as the financial advisers to your Company in connection with
the Transaction.

As at the Latest Practicable Date, the Company was owned indirectly as to about 67.7%
by KWIH. Accordingly, the Transaction constitutes a connected transaction for each of the
Company and KWIH. The Agreement is conditional upon, amongst other things, (i) the
approval of the independent Shareholders at the EGM; and (ii) the approval of the KWIH
Independent Shareholders at the SGM. The Independent Board Committee has been
established for the purpose of considering the Transaction and making recommendation to the
iIndependent Shareholders as to the fairness and reasonableness of the terms of the
Agreement and as to the manner the Independent Shareholders should vote at the EGM.
Somerley has been appointed as the independent financial adviser to advise the Independent
Board Committee in this regard.

The purpose of this circular is to provide you with further information on the Agreement
and the Transaction, to set out the letter of advice of the Independent Board Committee and
the letter of advice of Somerley and to give you notice of the EGM whereat the approval of the
Independent Shareholders for the Agreement and the Transaction will be sought.

2. THE AGREEMENT

Date . 22nd July, 2002

Parties to the Agreement . Borrower : Great Place
Guarantor : KWIH
Lender . Brighten Lion

Principal terms of the Facility

Pursuant to the Agreement, Brighten Lion has conditionally agreed to grant the
Facility, which is unsecured, to Great Place on the following principal terms:

1. Facility amount: principal amount of up to a maximum of HK$330
million revolving loan facility

2. Facility term: (i) if, not less than 2 months prior to the First
Maturity Date (as defined below), either party to
the Agreement serves a written notice (“First
Maturity Notice”) on the other stipulating that the
Facility is to be terminated on the 3rd anniversary
(“First Maturity Date”) of the date of the First
Drawdown (as defined in Clause 4 below), the
term of the Facility will be three years from date of
First Drawdown; or
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3.

Availability period:

Drawdown:

Repayment:

Date of Final
Repayment:

(iiy if Brighten Lion exercises its right pursuant to
Clause 6 (ii) below, the Facility term will be four
years maturing on the 4th anniversary of the date
of the First Drawdown; or

(iii} if neither the First Maturity Notice nor the Early
Expiry Notice (as defined in Clause 6 (ii) below) is
served, the Facility will automatically be extended
for two years from the First Maturity Date

the period commencing on the date on which the
Agreement becomes unconditional and ending on the
Date of Final Repayment (as referred to in Clause 6
below);

notwithstanding this provision and other terms in the
Agreement, Brighten Lion will have the right after the
First Maturity Date to serve a notice on Great Place
requiring it to drawdown all or part of the undrawn and
uncancelled portion of the Facility within 3 months of
the date of such notice, failing which the undrawn and
uncancelied portion of the Facility as at the end of the
said 3 month period shall be automatically cancelled
and shall not be available for borrowing

a drawing must be made within two months from the
date on which the Agreement becomes unconditional
and the first drawing of the Facility (“First Drawdown”)
shall be for a minimum of HK$50 million; further
drawings may be made by Great Place under the
Facility (up to an aggregate of HK$330 million) at any
time within the Availability Period

subject to the date of Final Repayment as referred to
in Clause 6 below, every drawing under the Facility
must be repaid in full on the last day of the interest
period applicable to that drawing which shall be for a
duration of 3 months

being (as the case may be):

(i} the First Maturity Date if a First Maturity Notice is
served by any party to the Agreement; or
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7. Interest rate:

8. Fee:

9. Default interest:

10. Guarantee:

11. Financial
undertakings:

Conditions of the Agreement

(iiy the fourth anniversary of the date of First
Drawdown (the “Early Expiry Date”) if Brighten
Lion serves a notice (the “Early Expiry Notice”) on
Great Place demanding repayment of all amounts
owing by Great Place under the Facility on the
fourth anniversary of the date of the First
Drawdown, and such notice is served not less
than 2 months prior to the Early Expiry Date; or

(i) the fifth anniversary of the date of the First
Drawdown if the First Maturity Notice and the
Early Expiry Notice have not been served by the
retevant party

interest payable evéry three months in arrears at the
rate equal to three months HIBOR plus 2.38% per
annum

a front end fee calculated at 0.36% of the maximum
amount of the Facility is payable by Great Place to
Brighten Lion on the date on which the Agreement
becomes unconditional

three month HIBOR plus 4% per annum

guarantee and indemnity from KWIH in favour of
Brighten Lion in respect of the obligations of Great
Place under the Agreement

Great Place and KWIH have undertaken to ensure
that, before any drawing under the Facility has been
fully repaid,

(iy the consolidated net tangible assets of the KWIH
Group at any time is not less than HK$1,500
million; and

(i) the Consolidated Total Net Borrowings of the
KWIH Group shall not at any time exceed 150% of
its consolidated net tangible assets plus any
amount attributable to minority interests

The Agreement is conditional upon the fulfillment of the following conditions:

1. the approval of the Independent Shareholders at the EGM for the Agreement

and the Transaction;
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2. the approval of the KWIH Independent Shareholders at the SGM for the
Agreement and the Transaction; and

3. completion and delivery of the Guarantee to be given by KWIH in favour of
Brighten Lion and certain other documentation principally relating to the

constitutional documents of Great Place and KWIH and other procedural
matters in a form acceptable to Brighten Lion.

If any of the conditions of the Agreement is not fulfilled in accordance with the
Agreement on or before 30th September, 2002 (or such later date as may be agreed by
the parties to the Agreement), the Agreement shall terminate whereupon none of the
parties thereto shall have any rights or claims against or owing to the other under the

Agreement except in respect of those arising from any antecedent breaches or pursuant
to certain provisions in the Agreement.

Determination of the terms of the Facility

The Agreement has been entered into on normal commercial terms after arms length
negotiations between the parties thereto. In particular, the interest margin of 2.38% over
HIBOR has been determined by reference to the interest rates charged by local banks for

similar unsecured borrowings after taking into account the revolving nature and the term
of the Facility.

3. REASONS FOR THE TRANSACTION

The Group is principally engaged in the production, sale and distribution of construction
materials and the operation of quarries in Hong Kong and mainland China.

The Group has recorded satisfactory financial results in recent financial years and has
been able to generate positive cash flow and accumulate substantial cash resources from its
operations. In the year ended 31st December, 2001, the Group recorded net profit attributable
to Shareholders of HK$112.8 million (as compared to HK$166.3 million for the year ended 31st
December, 2000 and HK$143.5 million for the nine months ended 31st December, 1999). The
reduced profit for the year ended 31st December, 2001 due to the soft construction market
conditions in Hong Kong has been partly compensated by the increased profit from operations
in mainland China, particularly in Shanghai, and interest income of approximately HK$25.4
million generated from the investment in a note instrument issued by KWIH (which was fully
redeemed in June, 2002 prior to maturity). The Directors expect that the restructuring of the
Hong Kong economy will take time to materialise and that contributions from the Hong Kong
operation would, in the meantime, be further reduced before recovery. To enhance its future
profitability, the Group will, in the long run, continue to explore suitable investment
opportunities to expand its product range and business presence in major cities in mainiand
China in the light of a favourable market ocutlook arising from mainland China’s entry to WTO
and the commencement works for Beifing’s 2008 Olympics.

— 8 —
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The Directors consider that, in the absence of any imminent investment targets requiring
immediate use of cash resources, the granting of the Facility to the KWIH Group represents
a profitable opportunity for the Group to utilise its spare cash resources to generate a
reasonable medium-term yield when compared to market. To the extent that the Facility is
drawn down and utilised, the Group will earn interest on its spare cash resources at a rate
which is 2.38% per annum in excess of the rate offered by local banks for three month
deposits.

As at 30th June, 2002, the Group had cash holdings in excess of HK$580 million. The
Facility to be provided by Brighten Lion to Great Place pursuant to the Agreement will be
funded from the internal resources of the Group.

4., EXTRAORDINARY GENERAL MEETING

The EGM will be held on Thursday, 22nd August, 2002 at Picasso Room, Basement 1,
Grand Stanford Inter-Continental Hong Kong, 70 Mody Road, Tsimshatsui East, Kowloon,
Hong Kong at 11:15 a.m. for the purpose of considering and, if thought fit, passing the ordinary
resolution to approve the Agreement and the Transaction. The notice of the EGM is set cut on
pages 30 to 31 of this circular.

The Lui Family, as controlling shareholders of the Company (through their controlling
interest in KWIH), are deemed to be interested in the Transaction. Accordingly, the Lui Family
and their associates will abstain from voting to approve the Agreement and the Transaction at
the EGM.

A form of proxy for use in connection with the EGM is enclosed. Whether or not you are
able to attend the EGM, you are requested to complete and return the enciosed form of proxy
in accordance with the instructions printed thereon to the registered office of the Company in
Hong Kong at 29th Floor, K. Wah Centre, 191 Java Road, North Point, Hong Kong as soon as
possible and in any event no later than 48 hours before the time appointed for holding the EGM
(or any adjourned meeting thereof). Completion and return of the form of proxy will not
preclude you from attending and voting in person at the EGM (or any adjourned meeting
thereof) should you so wish.

5. THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee has been established for the purpose of considering
the Transaction and making recommendation to the Independent Shareholders as to the
fairness and reasonableness of the terms of the Agreement and as to the manner the
Independent Shareholders should vote at the EGM. As Dr. Charles Cheung Wai Bun is also a
director of KWIH, he has not been inciuded as a member of the independent Board Committee
established for the Transaction.

Somerley has been appointed as the independent financial adviser to advise the
independent Board Committee in this regard.
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LETTER FROM THE BOARD

6. RECOMMENDATION

Your attention is drawn to the Letter from the Independent Board Committee
containing its advice regarding the Transaction set out on pages 11 to 12 of this circular.
The Independent Board Committee, having taken into account the advice of Somerley,
the text of which is set out on pages 13 to 22 of this circular, considers that the
Transaction is in the interests of the Company and the Shareholders taken as a whole
and the terms of the Agreement are fair and reasonable so far as the Independent
Shareholders are concerned, and recommends the Independent Shareholders to vote in
favour of the ordinary resolution which will be proposed at the EGM to approve the
Agreement and the Transaction.

For the reasons stated in the section headed “Reasons for the Transaction™ above, your
Directors (other than members of the Independent Board Committee) consider that the
Transaction is in the interests of the Company and the Shareholders taken as a whole and the
terms and conditions of the Agreement are fair and reasonable so far as the Independent
Shareholders are concerned. Accordingly, your Directors (other than members of the
Independent Board Committee) recommend that the Independent Shareholders vote in favour

of the ordinary resolution which will be proposed at the EGM to approve the Agreement and
the Transaction.

7. FURTHER INFORMATION

Your attention is also drawn to the additional information set out in the appendix to this
circular.

Yours faithfully,
For and on behalf of the Board of
K. Wah Construction Materials Limited
Dr. Lui Che Woo
Chairman

— 10 —




LETTER FROM THE INDEPENDENT BOARD COMMITTEE

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liability)

5th August, 2002
To the Independent Shareholders

Dear Sir or Madam,
CONNECTED TRANSACTION

Granting of Guaranteed Unsecured Revolving Loan Facility
by
Brighten Lion Limited, an indirect wholly-owned subsidiary of
K. Wah Construction Materials Limited, to
Great Place Developments Limited,
an indirect wholly-owned subsidiary of
K. Wah International Holdings Limited

We refer to the circular to the Shareholders dated 5th August, 2002 (the “Circular”), in
which this letter is reproduced. Unless the context requires otherwise, terms defined in the
Circular shall have the same meanings in this letter.

Details of the Agreement and the Transaction are contained in the Letter from the Board
set out on pages 4 to 10 of the Circular. Under the Listing Rules, the Transaction constitutes
a connected transaction for the Company.

We have been appointed by the Board to advise the Independent Shareholders on
whether the terms of the Agreement and the Transaction are fair and reasonable so far as the
Independent Shareholders are concerned.

Your attention is drawn to the letter of advice from Somerley set out on pages 13 to 22
of the Circular. We have noted the letter and the advice contained therein and have
considered, amongst others, the principal factors and reasons taken into account by Someriey.
We have also considered the various factors and reasons contained in the Letter from the

— 11 —
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Board set cut on pages 4 to 10 of the Circular. In our opinion, the terms of the Agreement are
fair and reasonable so far as the Independent Shareholders are concerned and the
Transaction is in the interests of the Company and the Shareholders taken as a whole.
Accordingly, we recommend the Independent Shareholders to vote in favour of the ordinary
resolution to be proposed at the EGM to approve the Agreement and the Transaction.

Yours faithfully,
For and on behalf of the Independent Board Committee of
K. Wah Construction Materials Limited
Moses Cheng Mo Chi Yip Hing Chung
Independent Non-Executive Directors

_ 12 —




LETTER FROM SOMERLEY

Set out below is the text of a letter of advice prepared by Somerley for the purpose of
inclusion in this circular, which sets out its advice to the Independent Board Committee
regarding the Agreement and the Transaction.

Somerley Limited
Suite 3108
One Exchange Square

8 Connaught Place
Central
Hong Kong

The Independent Board Committee

K. Wah Construction Materials Limited
29th Floor, K. Wah Centre

191 Java Road

North Point

Hong Kong

5th August, 2002

Dear Sirs,
CONNECTED TRANSACTION

Granting of guaranteed unsecured revolving loan facility
by
Brighten Lion Limited, an indirect wholly-owned subsidiary of
K. Wah Construction Materials Limited, to
Great Place Developments Limited,
an indirect wholly-owned subsidiary of
K. Wah international Holdings Limited

We refer to our appointment to advise the Independent Board Committee as regards the
terms of the Agreement involving the grant of the Facility by Brighten Lion to Great Place.
Details of the Agreement are set out in the letter from the Board contained in the circular of the
Company dated 5th August, 2002 (the “Circular”), of which this letter forms part. Terms defined
in the Circular shall have the same meanings in this letter unless the context of this letter
otherwise requires.

— 13 —
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As at the Latest Practicable Date, KWCM was held indirectly as to approximately 67.7 per
cent. by KWIH. Accordingly, KWIH is considered to be a connected person of KWCM. The
Transaction therefore constitutes a connected transaction of KWCM under Rule 14.26(6)(a) of
the Listing Rules and is subject to the approval by the Independent Shareholders at the EGM.
The Independent Board Committee has been established to consider the terms of the
Transaction and to advise the Independent Shareholders in this connection.

in formulating our advice, we have relied on the information and facts supplied, and the
opinions expressed, by the Directors and management of KWCM and have assumed that the
information, facts and opinion made to us are true and accurate. We have also sought and
received confirmation from the Directors that no material factors have been omitted from the
information supplied and opinions expressed. We consider that the information we have
received is sufficient for us to reach an informed view and have no reason to believe that any
material information has been withheld, or doubt the truth or accuracy of the information
provided. We have not, however, conducted an independent investigation into the affairs of the
Group. We have also assumed that the statements and representations made or referred to in
the Circular were accurate at the time they were made and continue to be accurate as at the
respective dates of the Circular and holding of the EGM.

PRINCIPAL FACTORS TAKEN INTO ACCOUNT

In arriving at our advice to the Independent Board Committee with regard to the
Agreement, we have taken into account the following principal factors:

1. Background to the grant of the Facility

The Group is principally engaged in the production, sale and distribution of
construction materials and the operation of quarries in Hong Kong and the mainland
China.

in recent financial years, the Group has recorded satisfactory results and has been
able to generate positive cash flow and accumulate substantial cash resources from its
operations. For the nine months ended 31st December, 1999 and each of the two years
ended 31st December, 2000 and 2001, the Group recorded audited profit attributable to
Shareholders of approximately HK$143.5 million, HK$166.3 million and HK$112.8 million
respectively. The reduced profit attributable to Shareholders for the year ended 31st
December, 2001 due to the soft construction market conditions in Hong Kong has partly
been compensated by the increased profit from operations in the PRC, particularly, in
Shanghai, and the pre-tax interest income of approximately HK$25.4 million generated
from the investment in a note instrument issued by KWIH (which was fully redeemed in
June, 2002 prior to maturity). The Directors expect the restructuring of the Hong Kong
economy will take time to materialise and that contributions from the Hong Kong operation
would, in the meantime, be further reduced before recovery. In order to enhance its future

— 14 —
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profitability, the Group will, in the long run, continue to explore suitable investment
opportunities to expand its product range and business presence in major cities in the
PRC in light of a favourable market outlook arising from China’s entry to WTO and the
commencement works for Beijing's 2008 Olympics.

In view of the aforesaid expansion strategy, the Directors consider that it would not
be in the long term interest of the Group to decapitalise KWCM by distributing surplus
cash to the Shareholders which would reduce the cash resources available for future
investment by the Group as and when suitable opportunities arise. In the absence of any
imminent new investment targets identified and with a view to generating reasonable
return to the Group while allowing flexibility in the allocation of resources, the Directors
consider it appropriate for the Group to invest the cash reserves which are surplus to its
present need in money market instruments with a medium term.

In contemplating the grant of the Facility, the Directors consider that as KWCM is
engaged in the construction materials industry, they have sufficient experience and
knowledge to assess the risks of the property market in Hong Kong in which KWIH
principally operates. In light of the fact that KWIH is an established listed property
development company in Hong Kong, the Directors believe that they are in a position to
evaluate the financial position of KWIH and the credit risks -associated with the Facility.
Having considered this factor and the expected yield of the Facility as compared to the
yield from money market deposits currently obtained by the Group as discussed below,
the Directors are of the view, with which we concur, that the grant of the Facility
represents a profitable opportunity for the Group to utilise its financial resources to
generate a reasonable yield when compared to market.

2. Terms of the Facility

Your attention is drawn to the section headed “Principal terms of the Facility” set out
in the letter from the Board on pages 5 to 7 of the Circular. In assessing whether the terms
of the Facility are fair and reasonable, we have given particular regard to the following
principal terms:

Maturity

The Facility will initially mature in three years from the date of first drawdown
of the Facility by Great Place (the “First Drawdown”), which will be made in the
minimum amount of HK$50 million within two months from the date on which the
Agreement becomes unconditional. Unless the party to the Agreement serves the
First Maturity Notice to the other on or before two months prior to the third
anniversary of the date of the First Drawdown (the “First Maturity Date”), the Facility
will automatically be extended for a further two years from the First Maturity Date,
subject to Brighten Lion’s right of calling for early expiry or termination as described
below.

— 15 —
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Brighten Lion may request for early expiry of the Facility on the fourth
anniversary of the date of the First Drawdown by serving a 2-month notice to Great
Place prior to the Early Expiry Date. In addition, Brighten Lion wili have the right after
the First Maturity Date to serve a notice on Great Place requiring it to drawdown all
or part of the undrawn and uncancelled portion of the Facility within three months of
the date of such notice, failing which the undrawn or uncancelled portion of the
Facility as at the end of the said three-month period shall be automatically cancelled
and shall not be available for borrowing.

As discussed above, although there is no imminent investment project identified
by the Group that would require use of cash resources on a short term basis, it would
not be in the interest of the Group to tie up its financial resources in a long term
instrument and that it would be appropriate to invest the Group’s surplus cash
resources in a medium-term instrument such as the Facility.

Interest and fee

The Facility will bear interest at 2.38 per cent. per annum over three-month
HIBOR on the outstanding principal amount calculated on a daily basis and is
payable by Great Place every three months in arrears. A front-end fee of 0.36 per
cent. of the maximum amount of the Facility is payable by Great Place to Brighten
Lion on the date on which the Agreement becomes unconditional. Accordingly, the
annual yield of the Facility (refers to the annual interest rate plus front-end fee
amortised over the fixed term of the Facility) would be 2.5 per cent. over three-month
HIBOR.

For the purpose of assessing whether the yield of the Facility is fair and
reasonable, we have identified, as set out in the tables below, the note/debt issues
by other listed companies in Hong Kong during the past twelve months from publicly
available sources and have compared the yield of these issues with that of the
Facility. For this purpose, we have selected issues in Hong Kong dollars with
principal amounts up to HK$1,000,000,000 and issues with maturity period up to five
years, but excluded issues with equity-linked features, such as convertible notes,
and issues by financial institutions and infrastructure/public utilities companies.

— 16 —
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Table | — Properties related companies

Borrower/Guarantor

Hang Lung Group
Limited

Hang Lung Group
Limited

Sino Land Company
Limited

Cheung Kong
(Holdings) Limited

The Wharf (Holdings)
Limited

The Wharf (Hoidings)
Limited

Chevalier International
Holdings Limited

Launch
date

August, 2001
August, 2001
September,
2001

April, 2002
June, 2002

June, 2002

June, 2002

Maturity
date

August, 2004

August, 2005

September,

2006

April, 2005

June, 2004

June, 2005

June, 2007

Amount
(in HK$
million)

500

500

500

550

300

300

360

Mean (average of all-in yield) for fixed rate issues
Median (mid point of all-in yield) for fixed rate issues

Mean (average of all-in yield) for floating rate issues

Median (mid point of all-in yield) for floating rate issues

—_ 17 —

All-in yield Issue type
(Note)
HIBOR+0.53% Term loan

HIBOR+0.51% Revolver line

HIBOR+0.67% Secured term

loan/revolver line

5.25%  Fixed rate bond

3.68% Fixed rate bond

4.36%  Fixed rate bond

HIBOR+0.72% Revolver/term

foan

4.43%
4.36%

HIBOR+0.61%
HIBOR+0.60%
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Table Il — Qther companies

Borrower/Guarantor

Orient Power Holdings
Limited

Kingboard Chemical
Holdings Limited

Peace Mark
(Holdings) Limited

Yue Fung international
Group Holding
Limited

Golik Holdings Limited

Liu Chong Hing
Investment Limited

CEC International
Holdings Limited

U-Right international
Holdings Limited

Ngai Lik Industrial
Holdings Limited

Launch
date

July, 2001

September,
2001

November, 2001

January, 2002

January, 2002

January, 2002

January, 2002

April, 2002

May, 2002

Maturity
date

July, 2004

September,

2004

November, 2004

January, 2005

January, 2005

January, 2005

January, 2005

April, 2005

May, 2006

Amount
(in HK$
million)

100

600

200

80

75

475

100

130

210

Mean (average of all-in yield) for floating rate issues

Median (mid point of all-in yietd) for floating rate issues

All companies

Mean (average of all-in yield) for fixed rate issues
Median (mid point of all-in yield) for fixed rate issues

Mean (average of all-in yield) for floating rate issues

Median (mid point of all-in yield) for floating rate issues

Source: Basis Point

All-in yield
(Note)

HIBOR+1.97%

HIBOR+1.24%

HIBOR+2.05%

HIBOR+2.25%

HIBOR+2.25%

HIBOR+1.63%

HIBOR+2.5%

HIBOR+1.7%

HIBOR+1%

Issue type

Unsecured term
loan

Unsecured term
loan

Unsecured term
loan

Term loan

Term loan

Unsecured term
loan

Term/revolver
line

Term loan

Revolver
line/term loan

HIBOR+1.84%
HIBOR+1.97%

4.43%
4.36%

HIBOR+1.46%
HIBOR+1.63%

Note: All-in yield refers to the annual coupon rate of the issues plus front-end fee, if any, amortised over

the fixed term of the issues but excludes commitment fee, if any, as we are not in a position to
ascertain the basis on which such fee is charged by the lender.
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While we appreciate that the above notes/debt issues are not necessarily
entirely comparable with the Facility given the differences in (i) the credit rating and
market capitalisation of the issuers; (ii) the size of the issues; (iii) the repayment or
redemption feature; (iv) the maturity period; and (v) the availability of securities, we
note that, with the exception of 1 issue with yield of 2.5 per cent. over HIBOR, the
all-in yield of the Facility is higher than the yield of all other floating rate note/debt
issues by other listed companies in the past twelve months identified by us, which
range from 0.51 per cent. to 2.25 per cent. over HIBOR. On the basis of the
three-month HIBOR of approximately 1.77 per cent. as at the Latest Practicable
Date, the all-in yield of the Facility is approximately 4.27 per cent. and is within range
of the yield of those fixed rate notes issued by other listed companies in the past
twelve months identified by us, which range from 3.68 per cent. to 5.25 per cent. In
addition, the all-in yield of the Facility is higher than the mean and median of the
yield of the floating rate issues by other listed companies in the past twelve months
identified by us of 1.46 per cent. and 1.63 per cent over HIBOR respectively, and is
comparable to the mean and median of the yield of the fixed rates issued by other
listed companies in the past twelve months identified by us of 4.43 per cent. and 4.36
per cent. respectively.

Covenanis

Great Place and KWIH have agreed to observe certain covenants before any
drawing under the Facility has been fully repaid, which include: (i) the level of
consolidated net tangible assets of the KWIH Group shall not at any time be less
than HK$1,500 million; and (ii) the Consolidated Total Net Borrowings of the KWIiH
Group shall not at all time exceed 150% of its consolidated net tangible assets plus
any amount attributable to minority interests.

We consider that these covenants are common features of loan facility of this
kind and serve to protect the interest of Brighten Lion as lender. We understand that
covenants of similar nature are also imposed on the KWIH Group by other banks or
financial institutions which have extended unsecured facilities to the KWIH Group,
except that the above covenants are less restrictive in. terms of the maximum gearing
level of the KWIH Group. In this respect, the all-in price for those more restrictive
and unsecured facilities currently available to the KWIH Group is lower than that of
the Facility. We consider that the credit risk associated with the less restrictive
covenants of the Facility has been reflected in the interest rate of the Facility.
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3.

Credit risk associated with the Facility
Industry risk

The Facility to be granted to Great Place is unsecured and guaranteed by
KWIH. As discussed above, the Facility carries a relatively higher yield than most of
the debt/note issues of listed companies in Hong Kong in the past twelve months
identified by us. For the purpose of our assessment of the credit risk of the Facility,
we have sought to compare the all-in yield of the Facility with the yield of those
issues made by listed property related companies (as set out in table | on page 17
of the Circular), which presumably will bear a similar level of industry risk as KWIH.

The yield of the issues by other listed property companies in the past twelve
identified by us range from 0.51 per cent. to 0.72 per cent. over HIBOR for floating
rate issues (with mean and median of 0.61 per cent. and 0.60 per cent. over HIBOR
respectively) and from 3.68 per cent. to 5.25 per cent. (with mean of 4.43 per cent.
and median of 4.36 per cent.) for fixed rate issues. The all-in yield of the Facility is
higher than the yield of all the floating rate issues by other listed property
companies, and is within range and comparable to the mean and median of the yield
of the fixed rate issues by other listed property companies on the basis of the
three-month HIBOR of 1.77 per cent. as at the Latest Practicable Date. We consider
that the yield of the Facility, taking into account the less restrictive covenants as
discussed above, the market capitalisation of KWIH and other features of the
Facility, represents a reasonable return to the Group.

Financial position of the KWIH Group

We have reviewed the financials of the KWIH Group and note that, based on the
audited accounts of the KWIH Group as at 31st December, 2001, the KWIH Group
has a gearing ratio (calculated on the basis of net debt to shareholders’ fund) of
around 0.59. The gearing ratio would be approximately 0.60 if both the bank loans
and cash balances of the Group is excluded from the KWIH Group. The drawdown
of the Facility by Great Place will have a neutral effect on the pro forma gearing
position of the KWIH Group (excluding the Group and without taking into account any
cash flow and/or actual earnings of the KWIH Group since 31st December, 2001).
We have also reviewed and discussed with the management of KWIH the cash flow
projection of the KWIH Group (excluding the Group) over the initial three-year term
of the Facility. Based on the said cash flow projection and taking into account the
banking facilities currently available to the KWIH Group (excluding the Group) and
the gearing position of the KWIH Group as discussed above, we consider that the
quarterly payment of interests on the Facility and the repayment of the principal of
the Facility are within the capacity of the KWIH Group to finance.

— 20 —




LETTER FROM SOMERLEY

Effect of the grant of the Facility on the Group
Cashflow

The Facility will be funded from internal resources of the Group. We have
discussed and reviewed with the Directors the cash flow projection of the Group for
the period up to and including the First Maturity Date, and are of the view that the
grant of the Facility would not have material adverse effect on the Group’s cash flow
position.

Financial position

Based on the audited financial statements of KWCM, the KWCM Group has a
net cash position as at 31st December, 2001. As at the Latest Practicable Date, the
KWCM Group has cash and bank balances of over HK$580 million. The Facility will
be funded by utilising the internal resources of the Group. On the basis of the audited
accounts of the Group as at 31st December, 2001 and taking into account the early
redemption of the note instrument by KWIH in June, 2002 but without taking into
account the other cash flow and/or actual earnings of the Group since 31st
December, 2001, it is estimated that the Group will have a gearing ratio of
approximately 0.03 upon full drawdown of the Facility by Great Place, which we
consider to be a comfortable level in light of the cash flow projection of the Group
during the availability period of the Facility.

Profitability

On the basis that the Facility is fully drawn by Great Place and an all-in yield for
the Facility of 2.5 per cent. over three-month HIBOR of approximately 1.77 per cent.
as at the Latest Practicable Date, the Facility will generate approximately HK$11.8
miltion after-tax interest income for the Group each year during the term of the
Facility, which represents about 10.5 per cent. of the profit attributable to
Shareholders of HK$112.8 million for the year ended 31st December, 2001. It is not
possible to predict the expected return on investment projects that may be identified
by the Group instead of the grant of the Facility. However, on the basis of the current
average money market deposit rates for Hong Kong dollar deposits obtained by the
Group of approximately 1.6 per cent. per annum (which means that approximately
HK$5.3 million non-taxable interest income will be generated each year if the
HK$330 million cash resources are to be placed as money market deposit instead of
providing the Facility) and the current borrowing cost for Hong Kong dollar loans of
the Group ranging from 0.5 per cent. to 0.6 per cent. over HIBOR per annum, we
consider that the grant of the Facility would represent a profitable investment
opportunity for the Group. We also consider that the grant of the Facility would
enhance the profitability of the Group, in particular during the period when
contribution from the Group’s operations in Hong Kong is expected to further reduce
before recovery in the construction market materialises.
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ADVICE

Having considered the above principal factors and reasons, we are of the opinion that the
Transaction is in the interests of KWCM and the Shareholders as a whole and the terms of the
Agreement are fair and reasonable so far as the Independent Shareholders are concerned.
Accordingly, we advise the Independent Board Committee to recommend the Independent

Shareholders to vote in favour of the ordinary resolution to be proposed at the EGM to approve
the Agreement and the Transaction.

Yours faithfully,
For and on behalf of
SOMERLEY LIMITED

Mei H. Leung

Managing Director
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Company. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
circular and confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief, there are no other facts the omission of which would make any statement herein
misleading.

SHARE CAPITAL

The authorised and issued share capital of the Company as at the Latest Practicable Date
were as follows:

Authorised » HK$
3,888,000,000 Shares 388,800,000.00
Issued

1,239,654,969 Shares 123,965,496.90

The Shares in issue rank pari passu in all respects, including in particular as to dividends,
voting rights and capital.

DISCLOSURE OF INTERESTS

(a) Interests of Directors

As at the Latest Practicable Date, the interests of the Directors in the share capital of the
Company and its associated corporations (within the meaning of the SDI Ordinance) which
were required to be notified to the Company and the Stock Exchange pursuant to section 28
of the SDI Ordinance (including the interests which they were deemed or taken to have under
section 31 of or Part | of the Schedule to the SDI Ordinance) or which were required, pursuant
to section 29 of the SDI Ordinance, to be entered in the register referred to therein or which
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were required to be notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies contained in the Listing
Rules, were as follows:

() The Company

Number of Shares held

Personal Family Corporate Other
interests interests interests interests Total
Lui Che Woo 7,468,344 1,389,650 71,008,170'" 842,834,297® 922,701,461
Francis Lui Yiu Tung 2,822 - —  842,834,297® 842,837,119
Albert To Tak Pui — — — — —
Paddy Tang Lui Wai Yu 1,861,906 — —  842,834,297® 844,696,203
Chan Nai Keong 55,676 — — — 55,576
Charles Cheung Wai
Bun 1,810 — — — 1,810
Moses Cheng Mo Chi - — — .- —
Yip Hing Chung 180,033 — — — 180,033
(i) KWIH
Number of KWIH Shares held
Personal  Family Corporate Other
interests interests  interests interests Total
Lui Che Woo 248,631 6,747,465 32,538,830 1,173,571,928® 1,213,106,854
Francis Lui Yiu Tung 379,804 - — 1,173,571,928% 1,173,951,732
Albert To Tak Pui - -~ - — -
Paddy Tang Lui Wai Yu 4,639,166 — —  1,173,571,928® 1,178,211,094
Chan Nai Keong 169,610 — - — 169,610
Charles Cheung Wai
5 Bun 7,239 — - - 7,239

Moses Cheng Mo Chi — — — — —
Yip Hing Chung — — — — —

Notes:

(1) 71,009,170 Shares were held by Best Chance Investments Ltd. which was controlled by Dr. Lui Che
Woo.
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(2) KWIH, through a wholly-owned subsidiary, was interested in 839,098,738 Shares representing
more than one-third of the issued share capital of the Company. In addition, a discretionary trust
was interested in 3,735,559 Shares. 1,173,571,928 KWIH Shares representing more than one-third
of its issued share capital were held by discretionary trusts. Dr. Lui Che Woo, Mr. Francis Lui Yiu
Tung and Mrs. Paddy Tang Lui Wai Yu, as discretionary beneficiaries under the trusts are deemed
under the SD! Ordinance to be interested in those Shares heid by the trusts and in those Shares
in which KWIH was interested as aforesaid.

(3) 32,538,830 KWIH Shares were held by Best Chance Investments Ltd. which was controlied by Dr.
Lui Che Woo.

(iii) Share Options of the Company

Pursuant to a share option scheme adopted by the Company on 10th September,
1996, the Directors had been granted options to subscribe for Shares as follows:

Options held
at the Latest
Practicable Exercise

Date of grant Date price Exercise period
{HKS$)
Lui Che Woo 20th May, 1998 1,500,000  0.5333 20th May, 1999 - 19th May, 2008

30th December, 1999 1,800,000  0.5216 30th December, 2000 - 29th December, 2009

Francis Lui Yiu Tung 20th May, 1998 1,000,000  0.5333 20th May, 1999 - 19th May, 2008
30th December, 1989 1,600,000  0.5216 30th December, 2000 - 29th December, 2009

Albert To Tak Pui - - — -
Paddy Tang Lui Wai Yu 20th May, 1998 600,000  0.5333 20th May, 1999 - 19th May, 2008
30th December, 1999 1,070,000  0.5216 30th December, 2000 - 29th December, 2009
Chan Nai Keong 20th May, 1998 300,000  0.5333 20th May, 1999 - 19th May, 2008
30th December, 1999 536,000  0.5216 30th December, 2000 - 28th December, 2009
Charles Cheung Wai — - — -
% Bun
1 Moses Cheng Mo Chi - - - -
Yip Hing Chung - - - —

All options referred to above are subject to a one year vesting period.
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(iv) Share Options of KWIH

Pursuant to a share option scheme adopted by KWIH on 10th September, 1996,
options to subscribe for shares in KWIH had been granted to certain of the Directors as

follows:
Options held
at the Latest
Practicable Exercise
Date of grant Date price Exercise period
(HKS)
Lui Che Woo 20th May, 1998 1,500,000  0.5586 20th May, 1999 - 19th May, 2008
30th December, 1999 1,350,000 0.36 30th December, 2000 - 29th December, 2009
Francis Lui Yiu Tung 20th May, 1998 1,000,000 0.5586 20th May, 1999 - 18th May, 2008

30th December, 1999 1,200,000 0,36 30th December, 2000 - 29th December, 2008

Albert To Tak Pui - R - _

Paddy Tang Lui Wai Yu 20th May, 1998 600,000  0.5586 20th May, 1999 - 19th May, 2008
30th December, 1999 870,000 0.36 30th December, 2000 - 29th December, 2009

Chan Nai Keong 20th May, 1998 300,000  0.5586 20th May, 1999 - 19th May, 2008
30th December, 1999 435,000 0.36 30th December, 2000 - 28th December, 2009

Charles Cheung Wai Bun - — - -

Moses Cheng Mo Chi — — - -

Yip Hing Chung - — — -

All options referred toc above are subject to a one year vesting period.
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(b)

(e)

Except for the above-mentioned share option schemes, at no time during the year was the
Company or any of its subsidiary companies, its fellow subsidiary companies or its
holding companies a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in or debentures of the Company or any
other body corporate.

Save as disclosed herein, as at the Latest Practicable Date, none of the Directors had any
interest in the share capital of the Company or any of its associated corporations which
were required to be notified to the Company and the Stock Exchange pursuant to section
28 of the SDI Ordinance (including the interests which they were deemed or taken to have
under section 31 of or Part | of the Schedule to the SD! Ordinance) or pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies or which were
required, pursuant to section 29 of the SDI Ordinance, to be entered in the register
referred to therein.

Save as disclosed herein, there is no contract or arrangement subsisting at the date of
this circular in which any of the Directors is materiaily interested and which is significant
in relation to the business of the Group.

None of the Directors, Equitas and Somerley has had any direct or indirect interest in any
assets which have since 31st December, 2001 (being the date to which the latest
published audited financial statements of the Company were made up) been acquired or
disposed of by or leased to or are proposed to be acquired or disposed of by or leased
to any member of the Group.

As at the Latest Practicable Date, Somerley did not have any shareholding, direct or
indirect, in any member of the Group nor any right (whether legally enforceable or not) to
subscribe for or nominate persons to subscribe for securities in any member of the Group.
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SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, according to the register kept by the Company under
section 16(1) of the SDI Ordinance and so far as was known to the Directors and the chief

executive

of the Company, the following persons (other than the Directors or chief executive

of the Company or their associates) were directly or indirectly interested or taken or deemed
to be interested in 10 per cent. or more of the nominal value of the issued share capital of the

Company:
Name Number of Shares
Sutimar Enterprises Limited 839,098,738
K. Wah International Holdings Limited 839,098,738 (Note 1)
HSBC Holdings plc 823,096,106
HSBC Bank plc 823,096,106
Midcorp Limited 823,096,106
Griffin International Limited 823,096,106
HSBC Europe BV 823,096,106
HSBC Europe (Netherlands) BV 823,096,106
HSBC International Trustee Limited 823,096,106 (Note 2)
Notes:

Y TR RN b E TR s SRR

%
3

U]

(i)

KWIH was deemed to be interested in the 839,098,738 Shares held by Sutimar Enterprises Limited since
it owned all of the issued share capital of Sutimar Enterprises Limited.

HSBC International Trustee Limited is the trustee of discretionary trusts which held 823,096,106 Shares.
Each of HSBC Holdings plc, HSBC Bank plc, Midcorp Limited, Griffin international Limited, HSBC Europe
BV and HSBC Europe (Netherlands) BV were deemed to be interested in the 823,096,106 Shares held by
HSBC International Trustee Limited, being a wholly-owned subsidiary within the HSBC Group.

There was duplication in the above disclosure of interests as follow:

the 842,834,297 Shares held by each of Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung
and Mrs. Paddy Tang Lui Wai Yu under other interests above related to the same
shares. Of these shares, the 839,098,738 Shares held by each of Sutimar
Enterprises Limited and KWIH related to the same Shares; and

the 1,173,571,928 KWIH Shares held by each of Dr. Lui Che Woo, Mr. Francis Lui Yiu
Tung and Mrs. Paddy Tang Lui Wai Yu related to the same shares.

Save as disclosed herein, the Directors and the chief executive of the Company were not
aware of any person, who was, directly or indirectly, interested in 10% or more of the nominal
value any class of the issued share capital carrying rights to vote in all circumstances at
general meetings of the Company or any of its subsidiaries as at the Latest Practicable Date.
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SERVICE CONTRACTS

None of the Directors has any existing or proposed service contract with any member of
the Group which is not expiring or determinable by the employer within one year without
payment of compensation (other than statutory compensation).

EXPERTS AND CONSENTS

The following are the qualifications of the experts whose names appear in this circular:

Name Qualification

Equitas Exempt investment adviser and exempt dealer in
securities

Somerley investment adviser and exempt dealer registered under

the Securities Ordinance

Each of Equitas and Somerley has given and has not withdrawn its written consent to the
issue of this circular within reference to their names and letter in the form and context in which
they appear respectively.

MATERIAL CHANGE

As at the Latest Practicable Date, there had been no material adverse change in the
financial or trading position of the Group since 31st December, 2001 (being the date to which
the latest published audited financial statements of the Company were made up).

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the registered office of
the Company in Hong Kong during normal business hours for a period of 14 days from the date
of this circular and at the EGM:

(a) the Agreement;

(b) the letter of advice issued by Somerley, the text of which is set out on pages 13 to
22 of this circular; and

(c) the consent letters of Equitas and Somerley referred to under the section headed
“Experts and Consents” of this appendix.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

K. WAH CONSTRUCTION MATERIALS LIMITED

{Incorporated in Hong Kong with limited liability)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of K. Wah
Construction Materials Limited (the “Company”) will be held on Thursday, 22nd August, 2002,
at Picasso Room, Basement 1, Grand Stanford Inter-Continental Hong Kong, 70 Mody Road,
Tsimshatsui East, Kowloon, Hong Kong at 11:15 a.m. for the purpose of considering and, if
thought fit, passing the following resolution as an ordinary resolution:

ORDINARY RESOLUTION

“THAT a conditional loan agreement dated 22nd July, 2002 (“Agreement”) entered into
between Brighten Lion Limited (“Lender”), an indirect wholly-owned subsidiary of the
Company, and Great Place Developments limited (“Borrower”), an indirect wholly-owned
subsidiary of K. Wah International Holdings Limited, pursuant to which the Lender agreed to
make available to the Borrower a revolving loan facility of up to HK$330,000,000 for general
working capital requirements, a copy of which has been produced to the Meeting and marked
“A” and signed by the Chairman of this Meeting for the purpose of identification, be and is

hereby approved, confirmed and ratified and that all other transactions contemplated by the
Agreement be and are hereby approved.”

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 5th August, 2002

Registered Office:
29th Floor

K. Wah Centre
191 Java Road
North Point

Hong Kong




NOTICE OF EXTRAORDINARY GENERAL MEETING

Notes:

1. Any member entitled to attend and vote at the meeting convened by the above notice is
entitied to appoint one or more proxies to attend and vote on his/her behalf. A proxy need
not be a member of the Company. If more than one proxy is so appointed, the appointment
shall specify the number of shares in respect of which each such proxy is so appointed.

2.  The instrument appointing a proxy and the power of attorney or other authority (if any)
; under which it is signed or a certified copy of such power or authority, must be lodged with
the Company’s registered office no later than 48 hours before the time appointed for
holding the meeting or the adjourned meeting.
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Sutimar Enterprises Limited 839,098,738
EEREEBERAA 839,098,738 (M3 1)
HSBC Holdings plc 823,096,106

HSBC Bank plc 825,096,106
Midcorp Limited 823,096,106

Griffin International Limited 823,096,106

HSBC Europe BV 823,096,106

HSBC Europe (Netherlands) BV 823,096,106

HSBC International Trustee Limited 823,096,106 (Ff32)
Bz o

A A E ¥ BB HA Sutimar Enterprises LimitedZ i A &84T R A + &4 A A Sutimar
Enterprises LimitedF7 # # 2.839,098, 738 Bt R 2 M # o

2. HSBC International Trustee Limited? # 4 823,096,106/ B X & ME LI MFHA -
HSBC Holdings ple * HSBC Bank plc * Midcorp Limited * Griffin International Limited *
HSBC Europe BVEHSBC Europe (Netherlands) BV 44 % # % HSBC GroupZ ¥ M A&
48 HSBC International Trustee Limited 57 # & 2.823,096,106 & B Z M # o

EXHEIESEERENT

1)

(i)

EEMEL BREESEXTEBER L &R LR MR RFE 2 842,834,297
FCR B AETE] - FEZE R A F > Sutimar Enterprises Limited R R ERHBZAFEZ
839,098,738t ABE 5 K&

BEMEL BREAARSEER T LS8 EFEZ1,173,571,928 = E BB
i # I o
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NOTICES |

The Standard Tuesday, July 23, 2002

The Stock Exchange of Hong Kong Limited takes no r!:panllbl”!y Jor the contents of this
.

upon the whole or any part of the contents of this announcement.

K. WAH INTERNATIONAL HOLDINGS LIMITED

{Incorporated in Bermuda with limited liabiliry)

Gfanting of Guaranteed Uns

Brighten Lion Limited, an ind

]

1y diselai

makes no rep. as te lts accuracy or . and exp

. CONNECTED TRANSACTION

by :

K, Wah Construction Materials Limited, to
Great Place Developments Limited,
an indirect wholly-owned subsidiary of
K. Wah International Holdings Limited

ly any liabliity whatsoever for any losy howsoever arising from or in reliance

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liability)

ecured Revolvin”g‘Loan Facility

irect wholly-owned subsidiary of

below.

. KWCM is rescnlw owned indirectly as to about 67.7% b
approvsl of the K

3 The KWIH Directors consider that the Facility will allfow the KWIH Grou
the other hand, the KWCM Directors conslder that the granting of the Fac

KWIH. Accordingly, the Transaction constitutes a connected transaction for each of
IH Independent Shareholders at the SGM; and (if) the approvel of the KW.CM Independent Sharchoiders at the EGM. -

L Circulars of KWIH and KWCM will be despatched to the shateholders of KWIH pad KWCM respectively as soon ss practicable.

. Creat Place and Brighten Lion entered into the Agreement on 22nd July, 2002 pursuant to which Brighten Llor; has conditionally agreed to grant the Facility In the amount of HK$330 miltlon to Great Place in the terms summarised

ty represents a profiteble opportunity for the KWCM

r to better utilise the cash resources of the KWIH Group to capture any investment opportunity which may arise for its prop.ertg developmefi business. On
i &roup to invest its cash resolirces which will generate a reasonsble yiel

KWIH end KWCM. The Agreement is conditional upon, amongst other things, (1) the

when compared to market.

THE AGREEMENT
Date :
Patties to the Agreement :

22nd July, 2002

‘Borrower: Great Place
Guarantor: KWIH
Lender: Brighten Lion
Principal terms of the Facllity

Pursuant to the Agreement, Brighten Lion has conditionally agreed to grant the
Facility, which is unsecured, to Great Place on the following princlpal terms:

N Facility amount:  principal amount of up to a maximum of HK$330

million revolving loan facility
2. Facility term: (i) if, not less then 2 mohths gr‘mr to the First
' Maturity Date (as defined below), cither party
to the Agreement serves a written notice (“First
Maturity Notice™) to the other stipulating that
the Facility is to be terminated on the 3rd
anniversary (“First Maturity Date"} of the date
of the First Drawdown (ay defined in Clause 4
below}, the term of the Facility will be three
years from date of First Drawdown; ot

If Brighten Lion exercises its right pursuant to
Clauae 6 (ii) below, the Facility term will be
four years maturing on the 4th anniversary of
the date.of the First Drawdown; or

if neither the First Matutlty Notice not ths
Early Expiry Notice (as defined in Clause 6 (ii)
below) is served, the Faeility will automatically
be extended for two - years from the First
Maturity Date .

the period commencing on the date on which the
Agreement becomes unconditional and ending on the

bDalte of Pinal Repayment (as referred to in Clause 6
elow);

notwithstanding this provision and other terms in the
Agreement, Brighten Lion will have the right after the
First Maturity Date to serve a notice on Great Place
requiring it to drawdown all or part of the undrawn
and uncancelled portlon of the Facllity within 3
months of the date of such notice, faillag which the
undrawn and uacancelled portion of the Facility as st

(i

(it

3. Availability
period:.

the end of ‘the said 3 month period shall be -

automatically cancelled and shall not be available for

borrowing. ..

a drawing must be mede within two months from the

date on which the Agreement.becomes unconditional

z and the first drawirg of the Facility (“Flcst
Drawdown”) shall be for 2 minimum of HK$20
mitlion; further drawings may be made by Great Place
under the Facility (up to an aggregate of HK$310
million) at any time within the Availability Perlod

subject to the date of Final Repayrment as referred to
in Clause 6 below, every drawing under the Fecility
must be repaid in full on the last day of the interest
period applicable to that drawing which shall be for.a
duration of 3 months

6. Date of Final beiog (as the ¢ase may be):

Repayment: (i)  the First Maturity Date if a First Maturity
Notice is sgrved by any party to the Agreement;
or
the fourth anniversary of the date of First
Drawdown (the “Early Expiry Date™) if
Brighten Lion serves a notice (the “Early
Bxpiry Notice™ on Great Place demanding
repayment of all amounts owin% by Great Place

. under the Facility on the fourth anniversary of
the date of the First-Drawdown, and such notice
is served not less than 2 months pripr to the
Eearly Expity Date; or " )
the fifth afiniversary of the date of the First
Drawdown if the Plest Maturity Notice and the
Early Expiry Notice have not been served by
the relevant party

interest payable every three months in arrears at the

rate equal to three months HIBOR plus 2.38% per
anpum

a front end fee catculated at 0.36% of the maximum
amount of the Facility is payable by Great Place to
. Brighten Lion on the date on which the Agreement
becomes unconditional .
theee month HIBOR plus 4% per annum

guarantee  end Indemnity from KWIH (the
“Guarantee™) In favour of Brighten Licn In respect of
the obligations of Great Place under the Agreement
Great Place and KWIH have undertaken to ensure
that, befare the foan s Fully repaid,

(i) the consolidated nct tangible assets of the
KWIH Oroup at any time is not less than
HKS$1,500 miliion; and

the Consolidated Total Net Borrowings of the

4. Drawdown:

5. Repayment:

$D]

(iiiy

1. Interest rate:

8. Fee:

9. Default interest:
(0. Guarantee:

tL. Financial
- undertakings:

(i)

KWIH Oroup shell not st any time exceed

150% of {ts consolidated net tanglble sssets
lus eny emount sttributable to minority
nterests

. The

Conditions of the Agreement -
The Agreement [s conditional upon the fulfiliment of the following conditions:-

1. the approval of the KWIH Independent Shareholders at the SOM for the
Agreement snd the transactions contemplated therein;

"2 the approval of the KWCM Independent Shareholders at the BGM for the

Agreement and the transactions contemplated therein; snd

3. completion and delivery of the Guarantee to be given by KWIH in favour
of Brighten Lion and certain other documentation princi&sll!‘y relating to
the constitutional documents of Great Place and KWIH and other

 procedural matters.in a form acceptable to Brighten Lion.

if any of the conditions of the Agreement is not {ulfifled in accordance with the

Agreement on or before 30th September, 2002 {or other later drte as may be

aireed by the parties to the Xgreemenl). the Agreement shall terminate

whereupon none of the parties thereto shall have any rights or claims against or
owing to the other under the Agreement except in respect of those arising from
any antetedent broaches or pursuant to certain provisions In the Agreement.

Determinatlon of the terms of the Faclity

The Agreement has been entered fnto on normel commercial terms after arms
Ienglh negotiations between the parties thereto, In particular, the interest margin
of 2.38% over HIBOR has been determined by reference to the interest rales
charged by local banks for similar unsecured borrowings after taking into
account the revolving nature and the term of the Facility. .

REASONS FOR THE TRANSACTION

. For the KWIH Group

The KWIH Qroup in principally sngaged in property development and
investment and, thraugh its subsidiary, ffWCM, in lge produetion, sale and
distribution of construction materials and the operation of quarries (n Hong
Kong and mainlend China, .

The KWIH Directors consider that, the construction sector in Hong Kong has
exporlenced an extremely severe ‘cyclical dowaturn in recent years. The sector
will remein soft but the KWIH Ditectors are hopeful of a medium-term recovery
led b &lnuned infrasttucture projects and increased Urban Renewal activities,
é IH Directors are also optimistic about the prospects of the property
market In mainiand China in view of the sustained economlc
in household income and ption power. entry into the
Olympics. The KWIH Group currently finances lts development projects
principally from internal resources and gnnking Facilities, B
The KWIH Directors consider that the Facility will allow the KWIH Oroup
better 10 utilise the cash resources of the KWI& Group, including the KWCM
Group. The Facitity will also provide the KWIH Group with a flexible source of
financing at a reasonable cost to. capture future investment oppartunities which
mey arise for its property businesses in Hong Kong should the market recover
in the growing market of maintand China.

rowth, increases

‘For the KWCM Group

The KWCM Group is principally engaged In the production, sale and

distribution of construction materials and the operation of quarries in Hong -

Kong and mainland China.

The KWCM Group hes recorded satisfactory financial results In recent financial
years and hai been able “to generate positive cash flow and accumulate
substantial cash resources from its operations. The KWCM Qroup recorded
rofit atteibutable to shareholders of HK$112.8 million for the year ended 31ist

ecember, 200} (a8 compared to HK$166.3 million for the year ended 3ist
December, 2000 and HKS$143.5 million for the. nine’ months ended 3ist
December, 1999). The reduced profit for the year ended 31st December, 2001
due to the 1oft construction mearket conditions in Hong Kong hes been pastly
compensated by the’ increesed profit from operations in mainiead China,
particularly in Shanghai, and interest income of approximately HK$25.4 milljon
genemted from the inves{mentin a note instrument issued %V KWIH {(which was
ully redesmed in June 2002 prior to maturity), The KWCM Directors expect
that the restructuring of the Hong Kong economy will takd time to materialise
and that contributions from the Hong Kong operation would, in the mesntime,
be further reduced before cecovery, To enhance ita fulure profitability, the
KWCM Group will, in the long run, continue to explore suitable Investment
opportunlties to expand its product ranpe end business presence in ma{'or cities
in mainland China In the light of & favourable market outlook aris ng from
mainland China's entry to WTO and the commencement works for Beijing's
2008 Olympics.

* The KWCM Directors consider that, in the absence of any imminent Investment*

targets re:iuir‘mg immediate use of cash resources, thefgrumin of the Pacility
to the KW1H Group represents a profitable opportunity for the KWCM Grouf 1o
utilise its spare cash resources to generate a reasonable medium-term yleld
when compered to market.. To the extent that the Facility is drawn down end
utilised, the KWCM Group will earninterest on ts spare cash resources at a rate
which Is 2.38% per annum in excess of the rate offered by local banks for three
moath deposits.
As at 30th June, 2002, the KWCM Oroup had cash holdings in excess of
HK$580 million. The Facllity to be provided by Brighten Lion to Great Place
E(ursuant to the Agreement will be funded from the internal resources of the
WCM Croup.
GENERAL
Financin! impact -
The directors of each of KWIH and KWCM do not exg:cl that the Facility wiil
have any material Impact on the business operatfon or Hnancial condition of the
KWIH Group or the KWCM @ . . :
Compliance requirement
KWCM is presently held indirectly as to about 67,7% by KWIH. Accordingly,
the Transaction constitutes a conndeted transaction for éach of KWIH and
KWCM. The Agreement is conditional \ﬂaon approval by the KWIH Independent
Shareholders and the KWCM Independent Shareholders at the SOM and the
EGM respectively. v

roup.

+ The Lut Famity, who as controlling shareholders of KWIH ate deemed to be
interested in the Transaction, and their associates will abstain from voting to”

approve the Transaction at the SGM and the ECM

TO and the 2008

Equitas Capital Limited has been appointed as the finencial adviser to KWIH
and I(WCN’IJ in connection with the Transaction.

Ind dent board

An independent board committee of KWIH and an independent board committee
of KWC%{ have been formed for the purpose of advising the KWIH Independent
Sharcholders and the KWCM Independent Sharcholders respectively on the
Transaction, Independent financial advisers will be e g(olmed to sdvire the
respective independent board committees of KWIR an WCM on the same,

Despatch of circulars .

A circular of KWIH containing, amongst other things, details of ihe terms of the
Agreement, summaries of the principal terms and conditions of the Facility, the
respective advice from the independent board committes of KWIH and the
indepeadent financial adviser thereto, and a notlce of the SGM will be
despatched to the shareholders of KWIH as soon as practicable.

A circular of KWCM containing. amongst dther things, details of the terms of
the Agreement, summaries of lhefrinci al terms and conditions of the Facility,
the respective advice from the independent board committes of KWCM and the
independent financiel adviser thereto, and a notice of the EGM will be
despatched to the shareholders of KWCM a8 soon ns practicable,

DEFINITIONS

“Agreement” the condltional agreement dated 22nd lixly. 2002
: entered [nto between, Great Place and Brighten Lion

in relation to the Facellity

shall have the meaning ascribed to It In the Listing
Rules .

Brighten Lide Limited, n company incorporated in
Hong Kong and an indirect wholly-owned subsidiary
of K%VCM - '

“associate(s)"

“Brighten Lion"

“Consolidated Total

the aggregate of all the Uebilities in respect of
Net Borrowings”

financial ~indebtedness of roup
(determined on a consolidated basis in eccordance
with genenlu mccepted sccounting priacipies and

-praciices in ung Kony) but deduc(in& any cash in
and or at henk belonging to the KWIH Qroup

*EGM™ an extraordinary general meeting of KWCM to be

«
 convened to approve, amongst other things, the
greed and the i plated therein
. or any adjournment thereof
“Facility”

the guaranteed unsecured revolvinF torn facillty
granted by Brighten Lion to Great Plac
the terms of the Agreement

. Oreat Plece Developments Limited, a {imited
company incorporated in the Beltish Virgin [slands
and an Indirect wholly-owned subsidiary of KWIH

e pursuant to

“Great Place”

“HIBOR" Hong Kong interbank offered rates per annum for
Hong Kong- doliar deposits quoted on the Reuoters
screen and calculated pursuant o the Facllity

“Hong Kong" thﬁcﬂong Kong Special Administrative Region of the
P .

"KWCM" K. Wah Construction Materials Limited, a company

inco?orakcd in Hong Kong. the shares of which are
listed and denlt in on the Stock Exchange

the director(s) of KWCM
KWCM and its subsidiaries’
shareholders of KWCM (other than the Lul Family

“KWCM Director(s)”
“KWCM CGroup”
“KWCM Independent

Sheteholders” and their associsict) who are entitled to attend and
voté at the EOM on the Agreement and the
transactions costemplated therein

“KWIR" K. Wah International Holdings Limited, a company

incn;pauted in Bermuda, the shares of which are
listed end dealt in on the Stock Exchange
the director(s) of KW![(
KWIH and its subsidiarics (including, unless the
. contest tequirss otherwise, the KWCM Group)
shareholders of KWIH (other than the Lui Family and
their associates) who are entitled to attend and vote at
the SGM on the Agreement and the transactions
contemplated therein .
Rules Qoverning the Listing of Securities on the
Stock Exchange
Dr. Lui Che Woo, Mr, Francis Lut Yiu Tung and Ma.
Peddy Tang Lui Wal Yu -
the People's Republic of China
-8 special general meeting of KWIH to bz convened to
. approve, amongst other things, the Agreemeat end the
transactions contemplated therein or any adjournment
thereof
The Stock Exchange of Hong Kong Limited
the tr i {ated under the A
Hong Kong dollars

"KWIH Director(s)"
“KWIH Group”

“KWIH Independent
Shareholders™

“Llillng Rules”
“Lui Family”

“PRC" or “China”
“SGM"

“Stock Exchange”
“Transaction”
“HKS$"

"By Ordet of the Board
K. Wah International Hoidings Limited K. Wah

Steven Tong Kul Nam
Company Secretary

Hong XKong. 22nd July. 2002

%} Order of the Board .

onstruction Materfals Limited

Steven Tong Kul Nam
Company Secretary
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The Standard on 7 June 2002

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
announcement, makes no representation as to its accuracy or completeness and expressly -
_disclaims any liability whatsoever for any loss howsoever arlsing from or in reliance upon the
whole or any part o! the contents of this announcemsnt.

K. WAH CONSTRUCTION MATERlALS LlMlTED

(Incorporated in Hong Kong with limited liability}

FINAL SCRIP DIVIDEND WITH CASH OPTION
FOR THE YEAR ENDED 31ST DECEMBER 2001

Tihie discounted. market value of a share of the Company for the purpose of
calculating the number of new shares to be allotted to the shareholders of the
Company as the final scnp dividend for the year ended 31st December 2001 is
HK$0. 6308.

Further to the circular to shareholders of K. Wah Construchon Materials Limited (the
"Company_”) dated 30th May 2002 describing arrangements for the payment of the final
scrip dividend of HK$0.025 per ordinary share of HK$0.10 each of the Company
(“Share”), the Company announces that for the purpose of calculating the number of

" . Shares to be allotted’ by way of scnp dividend, the discounted market value of a Share

is HK$0.6308.

The discounted market value is HK$0. 6308, bemg the average of the closmg prices of ~
" one Share on The Stock Exchangé of Hong Kong Limited for the 5 trading days from
31st May 2002 to 6th-June 2002, both days inclusive, which was HK$0.664, less five
* per cent discount, rounding down such figure. to four decimal places

Accordingly, under the scrip dividend arrangements shareholders - will recerve the
following number. of Shares as scrip dividend on that part of their shareholdings in
" respect of which they have not made cash elections. .

. Number of Shares held r ' o
on 30th May 2002 for which ~ x - —h00.025
cash election is not made s HK$O.6308_

The new Shares to be issued pursuant to the scrip dividend arrangements-will rank
pari passu in all respects with the existing issued Shares, except for the final dividend
for the year ended 31st December 2001 and will rank in full for all luture dividends and
distributions which may be declared, made or paid.

_ Shares representing fractional entitiements wilt not be distributed to shareholders. bul '
“will be aggregated and sold for the beneﬂt of the Company :

It is expected that share certificates in respect of thé Shares to be allotted s scrip
dividend and dividenid warrants of HK$0.025 per Shara will.be posted to shareholders_ .
at their own risk on 10th July 2002. i

. Shareholders who. wish to receive all or pan of their final dividend in cash in lieu of
new. Shares are-reminded to compiste the Form of Election and lodge it with the
Company’s Fleglstrars, Central Registration Hong Kong Limited, at Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Quesen’s Road East, Hong Kong not later than 4:00
p-m. on 28th June 2002. Dealings in the new Shares to be aliotted as the flnal scrip
dividend is expected to commence on 11th July 2002. -

By Order of the Board -

Steven Tong Kul Nam

- Company Secretary

Hong Kong, 6th June 2002

v m—— " - .
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THIS DOCUMENT 1S IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the actions to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you
should at once hand this circular and the accompanying Form of Election (if any) to the
purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was
effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or compieteness and expressly
disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this document.

K. WAH CONSTRUCTION MATERIALS LIMITED
EEEMERA2A

(Incorporated in Hong Kong with limited fiability)

Executive Directors: Registered Office:
Dr. Lui Che Woo0, MBE, JP, LLD (Chairman) 29th Floor, K. Wah Centre
Francis Lui Yiu Tung (Deputy Chairman and Managing Director) 191 Java Road
Albert To Tak Pui North Point
Paddy Tang Lui Wai Yu Hong Kong
)
Non-executive Directors: P
Dr. Chan Nai Keong, CBE, JP oo
Dr. Charles Cheung Wai Bun, Jp* R

Moses Cheng Mo Chi, OBE, JP*
Yip Hing Chung, MBE, JP*

s f g
PO 3

* Independent Non-executive Directors

oy

30th May 2002 =~

To the Shareholders

. Dear Sir or Madam,

Final Scrip Dividend with Cash Option
for the Year Ended 31st December 2001

Introduction

At the annual general meeting of K. Wah Construction Materials Limited (“the Company”)
held today, it was resolved that a final dividend for the year ended 31st December 2001 of

AR s



HK$0.025 per issued share of the Company of HK$0.10 each (a “Share”) be paid to
shareholders whose names appear on the register of members on 30th May 2002. It was also
resolved that such dividend should be satisfied by way of scrip dividend by an allotment of new
Shares credited as fully paid in accordance with the Memorandum and Articles of Association
of the Company and that shareholders may elect to receive cash wholly or partly in lieu of the
scrip dividend.

Particulars of the Final Dividend
Shareholders have the following choices in respect of the final dividend:

(i) an allotment of new Shares (“New Shares”) credited as fully paid and having an
aggregate discounted market value (as defined below) equal to the total amount of
final dividend which Shareholders couid elect to receive in cash in respect of
HK$0.025 per Share, subject to any fractional entitlement being disregarded as
mentioned below; or

(ify final dividend of HK$0.025 per Share in cash; or
(ili) partly New Shares and partly cash.

For the purpose of calculating the number of New Shares to be allotted, the discounted
market value (“Discounted Market Value”) of a New Share means the average of the closing
prices of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days from
31st May 2002 to 6th June 2002 (both days inclusive), less 5% discount, rounding down such
figure to four decimal places. It will not be possible to determine until the close of business on
6th June 2002 the exact number of New Shares to which a shareholder, electing to receive
New Shares, will be entitled. A press announcement of the Discounted Market Value for the
purpose of calculating the number of New Shares to be ailotted by way of scrip dividend will
be made on 7th June 2002. The last day on which shareholders will be entitled to make
their choice of the above alternatives is 28th June 2002,

Accordingly, the number of New Shares which shareholders will receive, in respect of the
existing Shares registered in their names as at 30th May 2002 and for which elections to
receive the final dividend in cash are not lodged with the Company’s share registrars on or
before 28th June 2002, will be calculated as follows:

Number of existing Shares held

= on 30th May 2002 for which cash x HK$0.025
election is not made Discounted Market Value

Number of New Shares
to be received

The New Shares to be issued pursuant to the scrip dividend arrangements will rank pari
passu in all respects with the existing issued Shares, except for the final dividend for the year
ended 31st December 2001 and will rank in full for all future dividends and distributions which
may be declared, made or paid. No shareholder will be entitied to be issued any fraction of a
Share under the scrip dividend arrangements. Fractional entitlements to Shares will be
disregarded and the benefit thereof will accrue to the Company.

Advantage of the Scrip Dividend

The scrip dividend will enable shareholders to increase their holdings of Shares without
incurring dealing costs or stamp duty. The scrip dividend will also be to the advantage of the



Company because, to the extent that shareholders elect to receive New Shares, in whole or
in part, such cash as would otherwise have been paid to shareholders will be retained for use
as working capital by the Company.

Effect of the Scrip Dividend

If elections to receive the final dividend in cash were received in respect of all the existing
Shares registered as at 30th May 2002, the total cash dividend payable by the Company would
be approximately HK$30,447,000.

Shareholders of the Company should note that the scrip dividend may give rise to
notification requirements under the Securities (Disclosure of Interests) Ordinance for those
shareholders who may have notifiable interests in the Company. Shareholders of the Company
who are in any doubt as to how these provisions may affect them are recommended to seek
their own professional advice.

Form of Election

Enclosed is a Form of Election. No action is required if you wish the final dividend for
the year ended 31st December 2001 which you are entitled to receive to be wholly
satisfied by an allotment of new Shares on the abovementioned basis. Otherwise, if you
wish to receive such dividend wholly in cash in lieu of New Shares, or partly in cash with
the balance satisfied by an allotment of new Shares, you must complete the enclosed
Form of Election in accordance with the instructions printed thereon and lodge it with
the Company’s Registrars, Central Registration Hong Kong Limited, at Shops 1712-17186,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:00 p.m.
on 28th June 2002. If you have signed the Form of Election but do not specify the number of
Shares in respect of which you wish to receive the dividend in cash or, if you elect to receive
the dividend in cash in respect of a greater number of Shares than your registered holding,
then in either case you will be deemed to have exercised your election to receive the dividend
in cash in lieu of New Shares in respect of all the Shares registered in your name(s). No
acknowiedgement of receipt of Form of Election will be issued. The Form of Election also
enables you to elect to receive all future dividends wholly in cash in lieu of New Shares until
notice in writing to cancel such election is received by the Registrars of the Company.
Permanent elections cannot be made in respect of part of your registered holding.

The Form of Election has not been sent to shareholders who have previously made a
permanent efection to receive all future dividends wholly in cash. These sharehoiders will
receive cash in lieu of scrip dividend for all the Shares for the time being registered in their
names, without having to complete any further Form of Election. Any shareholder wishing to
change these existing permanent elections should contact the Company’s registrars in Hong
Kong, Central Registration Hong Kong Limited, before 4:00 p.m. on 28th June 2002.

Shareholders Resident Outside Hong Kong

All shareholders resident outside Hong Kong should consult their bankers or other
professional advisers as to whether any governmental or other consents are required or other
formalities need to be observed to enable them to receive Shares in satisfaction of the final

i
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dividend for the year ended 31st December 2001. No person receiving in any territory outside
Hong Kong a copy of this letter and/or a Form of Election may treat the same as an invitation
to him unless in the relevant territory such invitation could lawfully be made to him without
having to comply with any unfulfilled registration or other legal requirements.

The Shares have not been registered under the applicable securities legisiation of any
jurisdictions other than Hong Kong. Your Board will exercise the discretion granted to it under
the articles of association of the Company not to allot New Shares as dividend to the
shareholders with registered addresses in territories outside Hong Kong where, in the opinion
of the Directors, it would or might, be unlawfui or impracticable to allot New Shares in such
places in satisfaction of the final dividend for the year ended 31st December 2001. These
shareholders will receive such dividend and all future dividends wholly in cash. No Forms of
Election will be sent to such shareholders.

Listing And Dealings

Shares issued by the Company have been admitted as eligible securities for deposit and
settlement in the Central Clearing and Settlement System established and operated by Hong
Kong Securities Clearing Company Limited. Dealings in the Company’s Shares may be settled
through the Central Clearing and Settlement System. Investors should seek the advice of their
stockbroker or other professional adviser for details of these settlement arrangements and
how such arrangements will affect their rights and interests.

The Shares are listed and dealt in on The Stock Exchange of Hong Kong Limited. On no
other stock exchanges are any part of the Shares of the Company listed or dealt in or on which
listing or permission to deal is being or is proposed to be sought. Application has been made
to The Stock Exchange of Hong Kong Limited for the listing of and permission to deal in the
New Shares to be issued pursuant to the scrip dividend arrangements. It is expected that share
certificates in respect of such Shares and dividend warrants will be posted at the risk of those
entitled thereto on 10th July 2002 and dealings in such Shares will commence on 11th July
2002. In the unlikely event that the New Shares are not admitted to listing by The Stock
Exchange of Hong Kong Limited before 10th July 2002, the Forms of Election will be
disregarded and the full cash dividend will be paid to the entitled shareholders according to
their registered shareholdings.

Recommendation And Advice

It is the shareholders’ responsibility to decide in this regard whether or not to exercise
their rights to receive cash in lieu of the scrip dividend. Whether or not it is to the shareholders’
advantages to receive cash or New Shares, in whole or in part, depends upon their own
individual circumstances. The effect on the tax position of any shareholder will depend on that
shareholder’s particular circumstances. If you are in any doubt as to what to do, you should
consult your professional advisers. Shareholders who are trustees are recommended to take
professional advice as to whether the choice to receive cash or New Shares is within their
powers and as to its effect having regard to the terms of the relevant trust instrument.

Yours faithfuily,
Dr. Lui Che Woo
Chairman
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The Standard on 31 May 2002

The Stock Exchéngeﬁof Hong Kong Limited takes no responsibiiity for the contents

of this announcement, makes no representation as to its accuracy or completeness

and expressly disclaims any liability whatsoever for any loss howsoever arising
_ from or in reliance upon the whole or any part of the contents of this announcement. -

K. WAH CONSTRUCTION MATERIALS LIMITED

“(Incorporated in Hong Kong with limited liability)

ADOPTION OF A NEW SHARE OPTION SCHEM_E:AND_
TERMINATION OF THE EXISTING SHARE OPTION SCHEME

At the Annual General Meeting of the Company held on 30th May 2002,
the resolutions relating to adoption of the Share Option Scheme and
termination of the then existing share option scheme of the Company
were duly passed.

Reference is made to the circuiar of the Company dated 26th April. 2002 in _ '
respect of, among other things, the proposals for adoption of the Share. .

- Option Scheme and termination of the then existing share option scheme
of the Company (the “Circuiar”). Terms used in this announcement shall
have the same meaning as defined in the Circular unless provided
otherwise: : ' - : ' .

The Board of the Company is pleased to announce that at the Annual
Generai Meeting of the Company held on 30th May 2002, the resolutions
relating to adoption of the Share Opticn Scheme and termination of the
then existing share option scheme of the Company were duly approved by
the shareholders of the Campany. The Directors confirm that the Share
Option Scheme complies with Chapter 17 of the Listing Rules.

By Order of the Board
- Steven Tong Kui Nam
Company Secretary

Hong Kong, 30th May 2002
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

lf you have sold all your shares in K. Wah Construction Materials Limited, you should at once hand
this circular and the accompanying form of proxy to the purchaser or to the bank, stockbroker or
other agent through whom the sale or transfer was effected for transmission to the purchaser.

This circular should be read in conjunction with the accompanying Annual Report and Accounts for
the year ended 31st December, 2001. ’

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.

K. WAH CONSTRUCTION MATERIALS LIMITED

(incorporated in Hong Kong with limited liability)
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PROPOSALS RELATING TO
ADOPTION OF SHARE OPTION SCHEME, .
GENERAL MANDATE TO REPURCHASE SHARES -
and o
AMENDMENT OF ARTICLES OF ASSOCIATION

The notice convening an Annual General Meeting to be held on 30th May, 2002, at which, among
others, the above proposals will be considered, is set out on pages 7 to 11 of the Annual Report
and Accounts for the year ended 31st December, 2001 sent together with this circular.

The action to be taken by Shareholders is set out under the section headed “Notice of Annual
General Meeting” of the Letter from the Chairman on page 6. Whether or not you propose to attend
the Annual General Meeting you are requested to complete and return the form of proxy enclosed
with the Annual Report and Accounts in accordance with the instructions printed thereon as soon as
possible.

26th April, 2002
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DEFINITIONS

In this circular, unless the context requires otherwise, the following expressions have the

following meanings:

“affiliate”

“Annual General Meeting”

“associate”
“Board”

“Company”

“connected person”

“control”

~ “Directors”

“Employee”

uGroupn

“Hong Kong”

any company which is (a) a holding company of the Company; or (b) a
subsidiary of a holding company of the Company; or (c) a subsidiary of
the Company; or (d) a controlling shareholder of the Company; or (e) a
company controlled by a controlling shareholder of the Company; or (f)
a company controlled by the Company; or (g) an associated company of
a holding company of the Company; or (h) an associated company of
the Company;

the annual general meeting of the Company to be held at Academy
Rooms, Grand Stanford Inter-Continental Hong Kong at 70 Mody Road,
Tsim Sha Tsui East, Kowloon, Hong Kong on 30th May, 2002 at 10:30
a.m., notice of which is set out on pages 7 to 11 of the Annual Report
and Accounts for the year ended 31st December, 2001

has the meaning set out in the Listing Rules
the board of Directors or a duly authorised committee thereof

K. Wah Construction Materials Limited, a company incorporated in
Hong Kong with limited liability and whose securities are listed on the
Stock Exchange

has the meaning set out in the Listing Rules

means the power to exercise a controlling influence over the
management or policies of a company, unless such power is solely
the result of an official position with such company and any person who
owns beneficially, either directly or through one or more controlied
companies, more than 30% of the voting securities of a company {or
such fower amount as may from time to time be specified in the Codes
on Takeovers and Mergers approved by the Securities and Futures
Commission (as amended from time to time) being the control for
triggering a mandatory general offer) shall be deemed to control such
company and “is controlled by” and “controlling” shall have the
corresponding meanings

the directors of the Company

any person employed (on a full-time or part-time basis) by the Company
or any affiliate and any person who is a senior executive or director
(whether executive or non-executive) of the Company or any affiliate

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the PRC
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DEFINITIONS

“KWIR"”

“Latest Practicable Date”

“Listing Rules”

“Option”

“Option Holder”

“Participant”

“Qualifying Grantee”

“related trusts and
companies”

“Share Option Scheme”

“Share(s)”
“Shareholder(s)”
“Stock Exchange”

“substantial
shareholders”

“HK$ and cents”

uop

K. Wah International Holdings Limited, a company incorporated in
Bermuda the shares of which are listed on the Stock Exchange

22nd April, 2002, being the latest practicable date prior to the printing
of this circular for ascenrtaining certain information contained in this
circular

the Rules Governing the Listing of Securities on the Stock Exchange,
as amended from time to time

means an option to subscribe for Shares granted pursuant to the
Share Option Scheme;

any Participant who accepts an offer of the grant of an Option in
accordance with the terms of the Share Option Scheme or (where the
context so permits) the legal personal representatives of such
Participant

a Qualifying Grantee or his related trusts and companies

any Employee or any consultant, agent, representative or adviser of the
Company or any affiliate; or any person who provide goods or services
to the Company or any affiliate; or any customer or contractor of the
Company or any affiliate; or any business ally or joint venture partner of
the Company or any affiliate; or any trustee of any trust established for
the benefit of Employees

means, in relation to a Qualifying Grantee who is an individual, a trust
solely for the benefit of the Qualifying Grantee or his immediate family
members, and companies controlled solely by the Qualifying Grantee or
his immediate family members

the share option scheme proposed to be adopted at the Annual
General Meeting, the principal terms of which are set out in the
Appendix |

Ordinary share(s) of HK$0.10 each in the share capital of the Company
Holders of Share(s) in issue
The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in the Listing Rules

Hong Kong dollar and cents respectively, the fawfui currency of Hong
Kong

per cent



LETTER FROM THE CHAIRMAN

K. WAH CONSTRUCTION MATERIALS LIMITED

(incorporated in Hong Kong with limited liability)

Executive Directors: . Registered Office:
Dr. Lui Che Woo, MBE, JP, LLD (Chairman) 29th Floor
Francis Lui Yiu Tung (Deputy Chairman and Managing Director) K. Wah Centre
Albert To Tak Pui 191 Java Road
Paddy Tang Lui Wai Yu North Point

Hong Kong

~ Non-executive Directors:

Dr. Chan Nai Keong, CBE, JP

Dr. Charles Cheung Wai Bun, Jp*
Moses Cheng Mo Chi, OBE, JP*
Yip Hing Chung, MBE, Jp*

* independent Non-executive Directors
26th April, 2002

PROPOSALS RELATING TO
ADOPTION OF SHARE OPTION SCHEME,
GENERAL MANDATE TO REPURCHASE SHARES
and
AMENDMENT OF ARTICLES OF ASSOCIATION

To Sharehoiders and for information only,
existing option holders

Dear Sirs or Madam,
SHARE OPTION SCHEME

The Directors propose to adopt the Share Option Scheme which will be put to Shareholders for
approval at the Annual General Meeting to be held on 30th May, 2002.

The Share Option Scheme constitutes a share option 'scheme governed by Chapter 17 of the
Listing Rules and the adoption of the Share Option Scheme is subject to the approval of the
Shareholders at the Annual General Meeting.

Application has been made to the Stock Exchange for the approval of the listing of and
permission to deal in the Shares to be issued pursuant to the exercise of Options granted under the
Share Option Scheme. Implementation of the Share Option Scheme is subject to such approvals,
listing and permission to deal being granted.




LETTER FROM THE CHAIRMAN

The Directors believe that attracting and motivating high quality personnel is a key in the
success and growth of the Company. The existing share option scheme of the Company, which was
adopted on 23rd June, 2000 and would expire on 8th September, 2010, only aliows the Company to
gran{ options to employees and executive directors of the Group. The Directors believe that the
Share Option Scheme could provide Qualifying Grantees, which would include those who are not
employees or executive directors of the Group, with the opportunity of participating in the growth of
the Company by acquiring shares in the Company and could, in turn, assist in the attraction and
retention of Qualifying Grantees who have made contribution to the success of the Company. The
purpose of the Share Option Scheme is to provide incentives to the Qualifying Grantees to contribute
further to the Company. To ensure that this purpose is achieved by granting option to Qualifying
Grantees who are regarded as valuable human resources of the Group based on their years of
service, work experience and knowledge in the industry or who have contributed to the growth and
success of the Group based on their performance, provision of goods and services, term of
relationship with the Group and other relevant factors, the rules of the Share Option Scheme provide
that the Board is empowered with the authority to determine the terms and conditions of any Option
based in each case on relevant factors as the Board considers appropriate. The Board believes that
the authority given to the Board under the Share Option Scheme to specify any minimum holding
period and/or performance targets as conditions in any Option granted and the requirement for a
minimum subscription price as well as the selection criteria prescribed by the rules of the Share
Option Scheme will serve 1o protect the value of the Company as well as to achieve the purpose of
the Share Option Scheme.

It is proposed that subject to the adoption of the Share Option Scheme, the approval of the
Share Option Scheme by the shareholders of KWIH as mentioned below and the grant of approval by
the Stock Exchange of the listing of and permission to deal in the shares falling to be issued
pursuant to the exercise of any options granted under the Share Option Scheme, the existing share
option scheme of the Company be terminated with effect from the date.on which all such conditions
are fulfilled. No option has been granted under the existing share option scheme of the Company.
The Company has no intention to grant any options under the existing share option scheme before
the date of the Annual General Meeting. As at the Latest Practicable Date, there are options relating
to 39,344,000 Shares granted by the Company pursuant to its previous share option schemes
which are valid and outstanding and which will remain valid under the respective share option
schemes under which they had been granted. These previous share option schemes include a
scheme adopted on 10th September, 1991 and expired on 9th September, 1996 and a scheme
adopted on 10th September, 1996 and expired on 9th September, 2000.

In addition to the requisite approvals being obtained from the Stock Exchange as mentioned
above, implementation of the Share Option Scheme is subject and conditional upon the passing of
an ordinary resolution at the annual general meeting (to be held on 30th May, 2002) of KWIH, the
Company's holding company to approve the Share Option Scheme. Where the provisions of ‘the
Share Option Scheme require the Company to seek the approval of Shareholders or independent
non-executive directors of the Company, corresponding approval must also be obtained from the

shareholders or independent non-executive directors of KWIH in accordance with Rule 17.01(4) of
the Listing Rules.



LETTER FROM THE CHAIRMAN

The Directors consider that it is not appropriate to state the value of all options that can be
granted pursuant to the Share Option Scheme as if they had been granted at the Latest Practicable
Date. The Directors believe that any statement regarding the value of the options as at the Latest
Practicable Date will not be meaningful to the Shareholders, taking into account the number of
variables which are crucial for the calculation of the option value which have not been determined.
Such variables include the exercise price, exercise period, any lock-up period, any performance
targets set and other relevant variables such as the options may become lapsed or cancelled prior
to the normal expiry of their respective option periods on the happening of certain events as
specified in the Share Option Scheme which are not predictable or controllable by the Directors.

A summary of the principal terms of the Share Option Scheme is set out in Appendix | to this
circular. This serves as a summary of the terms of the Share Option Scheme but does not constitute
the full terms of the same. The full terms of the Share Option Scheme may be inspected at the
registered office of the Company at 29th Fioor, K. Wah Centre, 191 Java Road, North Point, Hong
Kong from the date of this circular up to and including the date of the Annual General Meeting and at
the Annual General Meeting. '

PROPOSAL FOR A GENERAL MANDATE TO REPURCHASE SHARES

Pursuant to the Listing Rules and the Hong Kong Companies Ordinance, listed companies
incorporated in Hong Kong may in certain circumstances, if authorised by their Articles of
Association, purchase their own shares.

On 31st May, 2001, a general mandate was given by the Company to the Directors to exercise
the powers of the Company to repurchase Shares. Under the Hong Kong Companies Ordinance and
the Listing Rules, this general mandate will lapse at the conclusion of the forthcoming Annual
General Meeting. An ordinary resolution will therefore be proposed at the forthcoming Annual
General Meeting to be held on 30th May, 2002 for the grant of this general mandate.

GENERAL MANDATE TO REPURCHASE SHARES

The ordinary resolution set out in item 5.1 of the notice of the Annual General Meeting, if
passed, will give the Directors a general and unconditional mandate to exercise the powers of the
Company to repurchase Shares at any time until the next annual general meeting of the Company
following the passing of the ordinary resolution or such earlier period as stated in the ordinary
resolution up to a maximum of 10% of the aggregate nominal amount of the issued share capital of
the Company at the date of passing the resolution (the “Repurchase Mandate”).

The explanatory statement required under Rule 10.06(1)(b) of the Listing Rules to provide
Shareholders with all the information reasonably necessary for them to make an informed decision
on whether to vote for or against the ordinary resolution approving the Repurchase Mandate and the
memorandum of the terms of the proposed repurchases required under Section 49BA(3)(b) of the
Companies Ordinance is set out in Appendix I to this circular.
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LETTER FROM THE CHAIRMAN

AMENDMENT OF ARTICLES OF ASSOCIATION

New legislation came into force in Hong Kong on 4th January, 2002 and the Listing Rules were
amended which enable the Company, in accordance with the applicable laws of its place of
incorporation and its constitutional documents, to offer Shareholders (i) the choice to receive a
summary financial report (the “Summary Financial Report”) in place of the Annual Report and
Accounts; (i) the choice to choose not to receive a printed copy of the Summary Financial Report or
the Annual Report and Accounts as well as notices and other documents and to rely on the versions
of these documents that will be published on the website of the Company; and (iii) the choice of
receiving the English language or Chinese language version of documents. The Company wishes to
be more environmental friendly in conducting its business and hence seek the approval of
Shareholders to increase flexibility by allowing the Company to offer all or any of the above choices
to Shareholders in the event that it becomes desirable to do so. Details of the proposed
amendments are set-out in Appendix Ill to this circular. If the special resolution set out in item 7 of
the notice of the Annual General Meeting is passed and in compliance with the Listing Rules, the
Company will be able to offer Shareholders the choice to receive either the Summary Financial
Report or the Annual Report and Accounts, to receive such documents, notices and other documents
in printed copy, through the Company’s computer network or by means of other forms of electronic
communication, and in English or Chinese. It should be noted that even if Shareholders vote in
favour of this special resolution, they will still be able to choose to receive printed copies of the
Annual Report and Accounts, notices and other documents.

NOTICE OF ANNUAL GENERAL MEETING

The notice of the Annual General Meeting, which contains, inter alia, ordinary resolutions to
adopt the Share Option Scheme and to terminate the existing share option scheme of the Company
and to approve the Repurchase Mandate; and the special resolution to amend the Articles of
Association of the Company, is set out in the Annual Report and Accounts for the year ended 31st
December, 2001 accompanying this circular.

There is enclosed a form of proxy for use at the Annual General Meeting. You are requested to
complete the form of proxy and return it to the registered office of the Company in accordance with
the instructions printed thereon not less than 48 hours before the time fixed for holding the Annual
General Meeting, whether or not you intend to be present at the Annual General Meeting. The
completion and return of the form of proxy will not prevent you from attending and voting in person at
the Annual General Meeting should you so wish.

In accordance with the requirements of the Listing Rules, the Company will publish in the
newspapers an announcement on the outcome of the Annual General Meeting in respect of the
resolution relating to the adoption of the Share Option Scheme on the business day following the
date of the Annual General Meeting.



LETTER FROM THE CHAIRMAN

RESPONSIBILITY STATEMENT

This circular includes particulars given'in compliance with the Listing Rules for the purpose of
giving information with regard to the Company. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made
all reasonable enquiries, that to the best of their knowledge and belief, there are no other facts not
contained in this circular the omission of which would make any statement herein misleading.

RECOMMENDATION

The Directors believe that the proposals for the adoption of the Share Option Scheme, the
termination of the existing share option scheme of the Company, the grant of the Repurchase
Mandate and the amendment of the Articles of Association of the Company are in the interests of
the Company and the Shareholders. Accordingly the Board recommends the Shareholders should
vote in favour of all of these resolutions to be proposed at the Annual General Meeting.

Yours faithfully,
Dr. Lui Che Woo
Chairman
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APPENDIX | PRINCIPAL TERMS OF SHARE OPTION SCHEME

SHARE OPTION SCHEME

The following is a summary of the principal terms of the Share Option Scheme proposed to be
approved at the Annual General Meeting:

(a) Purpose

The purpose of the Share Option Scheme is to attract and retain the best quality
personnel for the development of the Company’'s businesses; to provide additional incentives
to Employees, consultants, agents, representatives, advisers, suppliers of goods or services,
customers, contractors, business allies and joiht venture partners; and to promote the long
term financial success of the Company by aligning the interests of Option Holders to
Sharehoiders.

(b) Who may join

On and _subject to the terms ofAthe Share Option Scheme and the requirements of the
Listing Rules, the Board may offer to grant an Option to any Qualifying Grantee and any of their
respective related trusts and companies as the Board may in its absolute discretion select.

{c) Approval of the shareholders or independent non-executive directors of KWIH

Insofar and for so long as (i) the Listing Rules so require; (ii)) KWIH is the holding company
of the Company; and (iii) the shares of KWIH are listed on the Stock Exchange, any provision in
the Share Option Scheme requiring the approval of the Shareholders or independent non-
executive directors (as the case may be) of the Company shall be construed as also requiring
the approval of the shareholders or independent non-executive directors (as the case may be)
of KWIH. Where such provisions require the Company to issue a circular to its Shareholders
prior to seeking their approval, KWIH shall also issue a circular to its shareholders prior to
seeking their approval.

(d) Administration

The Share Option Scheme shall be subject to the administration of the Board. The
Board’s administrative powers inciude the authority, in its discretion:

(iy to select Qualifying Grantee to whom Options rhay be granted under the Share
Option Scheme;

(i) to determine, subject to the requirements of the Listing Rules and the law, the time
of the grant of Options;

{iii) to determine the number of Shares to be covered by each Option granted under the
Share Option Scheme;

(iv) to approve forms of option agreements;
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(v) to determine the terms and conditions of any Option based in each case. Such
terms and conditions may include:

. the exercise price;

K] the period within which the Shares must be taken up under the Option, which
must not be more than 10 years from the date of grant;

e the minimum period, if any, for which an Option must be held before it can vest
(the Share Option Scheme itself does not specify any minimum holding period);

e the performance targets, if any, that must be achieved before the Option can
be exercised (the Share Option Scheme itself does not specify any
performance targets);

. the amount, if any, payable on application or acceptance of the Option and the
period within which payments or calls must or may be made or loans for such
purposes must be repaid;

e prior notification being given to the Company of up to 24 hours of any intended
sale of Shares allotted and issued upon exercise of the Option;

(vi) to construe and interpret the terms of the Share Option Scheme and Options
granted pursuant to the Share Option Scheme;

(vii) to prescribe, amend and rescind rules and regulations relating to the Share Option
Scheme, including rules and regulations relating to sub-schemes established for the
purpose of qualifying for preferred treatment under foreign laws and for benefits
intended solely for any particular type of Qualifying Grantees;

{viii) subject to the requirements of the Listing Rules, to vary the terms and conditions of
any option agreement (provided that such variation is not inconsistent with the
terms of the Listing Rules and the Share Option Scheme).

(e) Grant of Option

On and subject to the terms of the Share Option Scheme and the requirements of the
Listing Rules, the Board shall be entitled at any time within 10 years commencing on the date
of adoption to make an offer for the grant of an Option to any Qualifying Grantee as the Board
may in its absolute discretion select.

(f) Restriction on time of grant of Option

An offer of the grant of an Option may not be made after a price sensitive event or a price
sensitive matter has been the subject of a decision, until such price sensitive information has
been publicly disseminated in accordance with the Listing Rules. In particular, but only insofar
as and for so long as the Listing Rules require, no Option may be granted during the period
commencing one month immediately preceding the earlier of (i) the date of the Board meeting
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APPENDIX 1 PRINCIPAL TERMS OF SHARE OPTION SCHEME

(as such date is first notified to the Stock Exchange) for the approval of the Company’s interim
or annual results; and (ii) the deadline for the Company to publish its interim or annual results
announcement, and ending on the date of the results announcement.

(g) Payment on acceptance of Option offer
HK$1.00 is payable by the grantee to the Company on acceptance of the Option offer.
(h) Subscription price

The subscription price in respect of any particular Option shall be such price as the Board
may in its absolute discretion determine at the time of grant of the relevant Option but the
subscription price shall not be less than whichever is the higher of (i} the closing price of the
Shares as stated in the Stock Exchange's daily quotations sheet on the date of grant; (ii) the
average closing prices of the Shares as stated in the Stock Exchange’s daily quotation sheets
for the five business days immediately preceding the date of grant; and (iii) the nominal value
of a share.

(i) Option period

The period within which the Shares must be taken up under an Option shall be determined
by the Board in its absolute discretion at the time of grant, but such period must not exceed 10
years from the date of grant of the relevant Option.

(j) Rights are personal to grantee
An Option shall be personal to the grantee and shall not be assignable or transferable.
(k) Rights attaching to Shares allotted

The Shares to be allotted upon the exercise of an Option shall be subject to all the
provisions of the Articles of Association of the Company for the time being in force and will
rank pari passu with the fully paid Shares in issue on the date of allotment or, if that date falls
on a day when the register of members of the Company is closed, the first day of the reopening
of the register of members and accordingly will entitle the holders to participate in all dividends
or other distributions paid or made on or after the date of allotment or, if that date falls on a
day when the register of members of the Company is closed, the first day cf the reopening of
the register of members, other than any dividend or other distribution previously declared or
recommended or resolved to be paid or made with respect to a record date which shall be
before the date of allotment, or, if later, before the date of registration of the allotment in the
register of members of the Company.
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(I} Rights on death

If an Option Holder (or in the case of an Option Holder which is a related trust or company
of a Qualifying Grantee, the relevant Qualifying Grantee) dies, the Option may be exercised
(notwithstanding that the aption period may not yet have commenced) within such periocd of
time as is specified for the purpose of this paragraph in the option agreement (but in no event
later than the expiration of the term of such Option as set forth in the option agreement).

In the absence of a specified time in the option agreement, the Obtion shall remain
exercisable for 12 months (or such longer period as the Board shall decide) following the
relevant Qualifying Grantee's death. The Option may be exercised within that period by the
personal representatives of the Qualifying Grantee.

if the Option is not so exercised within the time specified above, the Option shall lapse.

(m) Rights on retirement, total permanent physical or mental disability or termination
resulting from employer ceasing to be an affiliate

If an Option Holder (or in the case of an Option Holder which is a related trust or company
of a Qualifying Grantee, the relevant Qualifying Grantee) becomes totally permanently physically
or mentally disabled while a Qualifying Grantee or in the case of a Qualifying Grantee being an
Employee, retires or ceases to be an Employee as a result of his employer ceasing to be an
affiliate, the Option may be exercised (notwithstanding that the option period may not yet have
commenced) within such period of time as is specified for the purpose of this paragraph in the
option agreement (but in no event later than the expiration of the term of such Option as set
forth in the option agreement). ’

In the absence of a specified time in the option agreement, the Option shall remain
exercisable for 2 months (or such longer period as the Board shall decide) following the
relevant Qualifying Grantee’s retirement, total permanent physical or mental disability or
cessation from being an Empioyee as a result of his employer ceasing to be an affiliate. The
Option may be exercised within that period by the personal representatives of the Qualifying
Grantee.

If the Option is not so exercised within the time specified above, the Option shall lapse.

An Employee shall be taken to have retired on the date the Employee retires upon or after
reaching the age of 60 or such earlier age as the Board may determine from time to time.

{(n) Termination for being guilty of serious misconduct etc.

If an Option Holder (or in the event of an Option Holder which is a related trust or company
of a Qualifying Grantee, the relevant Qualifying Grantee) ceases to be a Qualifying Grantee for
being guilty of serious misconduct, or having committed any act of bankruptcy or having
become insolvent or having made any arrangements or composition with his creditors
generally, or having been convicted of any criminal offence involving his integrity or honesty,
the option shall immediately lapse.

— 11 —
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APPENDIX | PRINCIPAL TERMS OF SHARE OPTION SCHEME

(o) Rights on termination other than for death, retirement, permanent disability,
termination resuiting from employer ceasing to be an affiliate or misconduct

If an Option Holder (or in the case of an Option Holder which is a related trust or company
of a Qualifying Grantee, the relevant Qualifying Grantee) ceases to be a Qualifying Grantee
other than pursuant to paragraphs (I}, (m) or (n), then, unless otherwise provided for the
purpose of this paragraph in the Option Agreement, an Option Holder may exercise his Option
within 2 months of such cessation {or such longer period as the Board may decide, but in no
event later than the expiration of the term of such Option as set forth in the Option Agreement).

If, on the date of termination, the Option Holder is not vested as to his entire Option,
then, unless otherwise provided in the Option Agreement or allowed by the Board, the Shares
covered by the unvested portion of the Option shall lapse.

If the Option is not so exercised within the time specified above, the Option shall lapse.
(p) Right on takeover

If a general offer by way of takeover is made to all the holders of Shares {or all such
holders other than the offeror and/or any person controlied by the offeror and/or any person
acting in association or concert with the offeror), and the offer becomes or is declared
unconditional in all respects, the Option Holder shall be entitled to exercise the Option (to the
extent not already exercised) at any time within 1 month (or such fonger period as the Board
shall decide) after the date on which the offer becomes or is declared unconditional.

(q) Rights on compromise or arrangement

If a compromise or arrangement between the Company and its members or creditors is
proposed for the purposes of the amalgamation of the Company with any other company or
companies, the Company shall give notice to the Option Holder on the same date as it
despatches the notice 1o each member or creditor of the Company summoning the meeting to
consider such a compromise or arrangement, and thereupon the Option Holder (or his personal
representatives) may until the expiry of the period commencing with such date and ending with
the earlier of the date 2 calendar months thereafter or the date on which such compromise or
arrangement is sanctioned by the court exercise any of his Options (to the extent not already
exercised) whether in full or in part, but the exercise of an Option as aforesaid shall be
conditional upon such compromise or arrangement being sanctioned by the court and
becoming effective, and upon such compromise or arrangement becoming effective, all Options
shall lapse except insofar as previously exercised under the Share Option Scheme. The
Company may require the Option Holder to transfer or otherwise deal with the Shares issued as
a result of the exercise of Options in these circumstances so as to place the Option Holder in
the same position, as nearly as possible, as would have been the case had such Shares been
subject to such compromise or arrangement.

—12 —
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APPENDIX | - PRINCIPAL TERMS OF SHARE OPTION SCHEME

(r) Rights on voluntary winding-up of the Company

In the event a notice is given by the Company to its members to convene a general
meeting for the purposes of considering, and if thought fit, approving a resolution to voluntarily
-wind-up the Company, the Company shall on the same date as or soon after it despatches such
notice to each member of the Company give notice thereof to all Option Holders (together with
a notice of the existence of the provisions of the Share Option Scheme relating to this
paragraph {r)) and thereupon, each Option Holder (or his or her personal representatives) shall
be entitied to exercise all or any of his Options (to the extent not already exercised) at any time
not later than 2 business days prior to the proposed general meeting of the Company by giving
notice in writing to the Company, accompanied by a remittance for the full amount of the
aggregate subscription price for the Shares in respect of which the notice is given whereupon
the Company shall as soon as possible and, in any event, no later than the business day
immediately prior to the date of the proposed general meeting referred to above, allot the
relevant Shares to the Option Holder credited as fully paid.

(s) Lapse of Option

Subject to the discretion of the Board to extend the option period as referred to in
paragraphs (d), (1), {m) and (0), and without prejudice to the authority of the Board to provide
for additional situations where an Option shall tapse in any option agreement, an Option shall
lapse automatically (to the extent not already exercised) on the earliest of (i) the expiry of the
option period; (ii) the expiry of any of the periods referred to in paragraphs (1), (m), (n}, (0), (p),
(q) and (r); and (iii) the date on which the Board certifies that there has been a breach of
paragraph (j).

(t} Cancellation of Option

Options granted but not exercised may be cancelled by the Company with the approval of
the Participant. Where the Company cancels Options and offer to issues new ones to the same
- Qualifying Grantee, the issue of such new Options may only be made under the Share Option
Scheme with available unissued Options (excluding the cancelled Options) within the limits set
out in paragraph (u) below.

(u) Maximum number of Shares available under the Share Option Scheme
(iy  Overriding Limit

The limit on the number of Shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Share Option Scheme and
any other schemes of the Company must not exceed 30% of the Shares in issue from
time to time, No options may be granted under any schemes of the Company if this will
result in the limit being exceeded.

— 13 —
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APPENDIX | PRINCIPAL TERMS OF SHARE OPTION SCHEME

(i) Mandate Limit

In addition to the limit set out in sub-paragraph (u)(i) above and prior to the approval
of a refreshed mandate limit as referred to in sub-paragraph (u)(iii) below, the total
number of Shares which may be issued upon exercise of all options to be granted under
the Share Option Scheme and any other schemes of the Company must not in aggregate
exceed 10% of the Shares in issue as at the date of adoption, being 121,679,040
Shares (“Mandate Limit") based on 1,216,790,404 issued Shares as at the Latest
Practicable Date and assuming there is no change in the issued share capital of the
Company prior to the date of adoption. Options lapsed in accordance with the terms of
the Share Option Scheme or any other schemes will not be counted for the purpose of
calculating the 10% limit.

(i) Refreshing of Mandate Limit

The Company may by ordinary resolutions of the Shareholders refresh the Mandate
Limit provided the Company shall issue a circular to Shareholders before such approval is
sought. However, the total number of Shares which may be issued upon exercise of all
options to be granted under all of the schemes of the Company under the limit as
refreshed must not exceed 10% of the Shares in issue as at the date of approval of the
limit. Options previously granted under the schemes (including those outstanding,
cancelled, lapsed in accordance with the scheme or exercised options) will not be
counted for the purpose of calculating the limit as refreshed.

oo (iv) Grant to specifically identified Participants

Specifically identified Participants may be granted Options beyond the Mandate
Limit, The Company may in addition seek separate approval by its Shareholders in general
meeting for granting Options beyond the Mandate Limit provided the Options in excess of
the limit are granted only to Participants specifically identified by the Company and a
circular is issued to Shareholders before such approval is sought. The date of board
meeting for proposing such further grant should be taken as the date of grant for such
grants.

{v) Limit for each Participant

The total number of Shares issued and to be issued upon exercise of Options
(whether exercised or outstanding) in any 12-month period granted to each Participant
“must not exceed 1% of the Shares in issue. Any further grant of Options to a Participant
which would exceed this limit is subject to separate approval by the Shareholders in
general meeting with the relevant Participant and his associates (as defined in the Listing
Rules) abstaining from voting provided the Company shall issue a circular to Shareholders
N before such approval is sought. The date of board meeting for proposing such further
grant should be taken as the date of grant for such grants.

— 14 —
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(v) Grant of Option to connected persons

Insofar and for so long as the Listing Rules so require, where any offer of an Option is
proposed to be made to a director, chief executive or substantial shareholder of the Company
or any of their respective associates, such offer must first be approved by the independent
non-executive directors of the Company (excluding any independent non-executive director to
whom the offer of an Option is proposed to be made). Insofar and for so long as the Listing
Rules so require, unless specifically approved by the Shareholders in general meeting following
the issue of a circular to Shareholders by the Company, no Option may be granted to any
substantial shareholder or an independent non-executive director of the Company, or any of
their respective associates, which would resuit in the Shares issued and to be issued upon
exercise of all options already granted or to be granted (including options exercised, cancelled
and outstanding) to such person under the Share Option Scheme and any other scheme(s) of
the Company in the 12-month period up to and including the date of board meeting for
proposing such further grant (i) representing in aggregate over 0.1% of the issued share capital
of the Company in issue; and (ii) having an aggregate value, based on the closing price of the
Shares at the date of the board meeting for proposing such further grant, in excess of HK$5
million. In such general meeting, the grant of Options to the substantial shareholder or
independent non-executive director, or any of their respective associates shall, for so long and
insofar as the Listing Rules so require, be approved by the Shareholders of the Company by
way of poll with all connected persons of the Company abstaining from voting, except that any
connected person may vole against such resolution provided that he has informed the
Company of his intention to do so and such intention has been stated in the refevant circular to
Shareholders. The date of board meeting for proposing such further grant should be taken as
the date of grant for such grants.

(w) Effects of reorganisation of capital structure

In the event of any alteration in the capital structure of the Company whiist any Option
remains exercisable, whether by way of a capitalisation of profits or reserves (other than
pursuant to a scrip dividend scheme), rights issue, consolidation or subdivision of shares or
reduction of capital, such corresponding alterations (if any) shall be made to the number and/
or nominal amount of Shares subject to the Option so far as unexercised; the subscription
price; and/or the maximum number of Shares subject to the Share Option Scheme, as the
auditors shall certify in writing to the Board to be in their opinion fair and reasonable {except in
the case of a capitalisation issue where no such certification shall be required), provided that:
(i} any such alterations shall be made cn the basis that the aggregate subscription price
payable by an Option Holder on the full exercise of any Option shall remain as nearly as
possible the same (but shall not be greater than) it was before such event; (ii) no such
alterations shall he made the effect of which would be to enable a Share to be issued at less
than its nominal value; and (iii) no such alterations shall be made the effect of which would be
to increase the proportion of the issued share capital of the Company for which any Option
Holder is entitled to subscribe pursuant to the Options held by him.

For the avoidance of doubt only, the issue of securities as consideration in a transaction
shall not be regarded as a circumstance reguiring any such alterations.

— 15 —
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APPENDIX | PRINCIPAL TERMS OF SHARE OPTION SCHEME

(x) Alteration to the Scheme

The Share Option Scheme may be altered in any respect by resolution of the Board except
that the provisions of the Share Option Scheme relating to matters contained in Rule 17.03 of
the Listing Rules shall not be altered to the advantage of Option Holders or prospective Option
Holders except with the prior sanction of a resolution of the Company in general meeting,
provided that no such alteration shall operate to affect adversely the terms of issue of any
Option granted or agreed to be granted prior to such alteration except with the consent or
sanction of such majority of the Option Holders as would be required of the Shareholders under
the Articles of Association for the time being of the Company for a variation of the rights
attached to the Shares. Any alterations to the terms and conditions of the Share Option
Scheme, which are of a material nature and any change to the terms of the Options granted,
shall be approved by the Shareholders, except where the alterations take effect automatically
under the existing terms of the Share Option Scheme. The amended terms of the Share Option
Scheme shall comply with the relevant requirements of Chapter 17 of the Listing Rules. Any
change to the authority of the Board in relation to any alteration to the terms of the Share
Option Scheme shall be approved by the Shareholders. Subject to the Listing Rules and the
terms of the Share Option Scheme the Board may, at any time and in its absolute discretion,
remove, waive or vary the conditions, restrictions or limitations imposed in an option
agreement on compassionate or any other grounds.

(y) Termination of Share Option Scheme

The Company by resolution in general meeting or the Board may at any time terminate the
op'eration of the Share Option Scheme and in such event no further Options will be offered after
the Share Option Scheme is terminated but in all other respects the provisions of the Share
Option Scheme shall remain in full force and effect. All Options granted prior t0 such
termination and not then exercised shall remain valid.
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APPENDIX 11 EXPLANATORY STATEMENT

This appendix serves as an explanatory statement, as required by the Listing Rules, to provide
requisite information to you for your consideration of the Repurchase Mandate and also-constitutes
the memorandum as required under Section 49BA(3) of the Hong Kong Companies Ordinance.

1. SHARE CAPITAL

As at Latest Practicable Date, the issued share capital of the Company comprised
1,216,790,404 Shares. Subject to the passing of the relevant ordinary resolution approving the
Repurchase Mandate and on the basis that no further Shares are issued or repurchased prior to the
Annual General Meeting, the Company would be allowed under the Repurchase Mandate to
repurchase a maximum of 121,679,040 Shares.

2. REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and the Shareholders to
have a general authority from Shareholders to enable the Directors to repurchase Shares in the
market. Such repurchases may, depending on market conditions and funding arrangements at the
time, lead to an enhancement of the net value of the Company and its assets and/or its earnings
per Share and will only be made when the Directors believe that such repurchases will benefit the

Company and the Shareholders. The Directors have no immediate plan to exercise the Repurchase
Mandate.

3. FUNDING OF REPURCHASES

Repurchases of Shares will be funded entirely from the Company's available cash flow or

working capital facilities, which will be funds legally available for the purchase in accordance with -

the Company’s Articles of Association and the applicable laws of Hong Kong.

There might be a material adverse effect on the working capital requirements or gearing levels
of the Company (as compared with the position disclosed in the audited accounts contained in the
annual report for the year ended 31st December, 2001) in the event that the Repurchase Mandate
is exercised in full at any time. However, the Directors do not propose to exercise the Repurchase
Mandate to such an extent as would, in the circumstances, have a material adverse effect on the
working capital requirements of the Company or the gearing levels which in the opinion of the
Directors are from time to time appropriate for the Company.
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APPENDIX 1i EXPLANATORY STATEMENT

4. SHARE PRICES

The highest and lowest prices at which the Shares have traded on the Stock Exchange during
each of the twelve months preceding the Latest Practicable Date were as follows:

2001 Highest Lowest
HK$ HKS$
April 0.550 0.475
May 0.630 0.530
June 0.580 0.500
July 0.560 0.520
August 0.560 0.480
September 0.520 0.390
October 0.455 0.400
November 0.460 0.415
December 0.470 0.415
2002
January 0.475 0.425
February 0.680 0.430
March 0.630 0.550
5. GENERAL

None of the Directors nor, to the best of their knowledge having made all reasonable enquiries,
any of their associates, have any present intention if the Repurchase Mandate is approved by the
Shareholders to sell any Shares to the Company.

The Directors have undertaken to the Stock Exchange that, so far as the same may be
applicable, they will only exercise the Repurchase Mandate in accordance with the Listing Rules and
the applicable laws of Hong Kong.

if as a result of a repurchase a shareholder’s proportionate interest in the voting rights of the
Company increases, such increase will be treated as an acquisition for the purposes of the Hong
Kong Code on Takeovers and Mergers (“the Takeover Code”). Accordingly, a shareholder or a group
of shareholders acting in concert could obtain or consolidate controt of the Company and become
obliged to make a mandatory offer in accordance with Rules 26 of the Takeover Code.

As at the Latest Practicable Date, a subsidiary of KWIH held 819,476,512 Shares representing
approximately 67.35% of the issued share capital of the Company and for the purpose of the
Securities (Disclosure of Interests) Ordinance (“SD} Ordinance”), a discretionary trust interested in
more than one-third of the issued share capital of KWIH is deemed to be interested in the same
819,476,512 Shares. 3,593,155 Shares representing approximately 0.30% of the issued share
capital of the Company were held by another discretionary trust. In accordance with the provisions of
the SDI Ordinance, Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu, as
directors of the Company, are deemed to be interested in these 818,476,512 Shares and
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3,593,155 Shares as discretionary beneficiaries. In addition, save for the shareheldings interest
disclosed hereinabove, these three directors have an aggregate interest (including family interests
and corporate interests) in 79,866,576 Shares representing approximately 6.56% of the issued
share capital of the Company.

Based on the above shareholdings, in the event that the power to repurchase Shares pursuant
to the Repurchase Mandate is exercised in full, the interests as aforesaid of Dr. Lui Che Woo, Mr.
Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu would be increased to approximately 82,46% of
the issued share capital of the Company which would reduce the public shareholdings to below 25%.
Any purchase of Shares which results in the public shareholdings being reduced to less than 25%
could only be implemented with the agreement of the Stock Exchange. Except in exceptional
circumstances, such agreement would not normally be given by the Stock Exchange. The Directors
have no present intention to exercise the Repurchase Mandate which will result in the public
shareholdings being reduced to less than 25%.

No connected person, including a director, chief executive or substantial shareholder of the
Company or any member of the Group or an associate of any of them (as defined in the Listing
Rules) has notified the Company that he has a present intention to sell Shares to the Company, or
has undertaken not to do so, if the Repurchase Mandate is approved by the Shareholders.

6. SHARE PURCHASE MADE BY THE COMPANY

The Company had not purchased any of its Shares (whether on the Stock Exchange or
otherwise) in the six months preceding the date of this circular. '
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APPENDIX 11} PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION

The
Company:

(@)

following sets out the proposed amendments to the Articles of Association of the

By inserting after the expression “dollars” in Article 2 the following new expressions:

ks

electronic communication” shall mean a communication sent by electronic
transmission in any form through any medium;

“legislation” shall mean every ordinance (including any orders, regulations or other
subordinate legislation made pursuant thereto or thereunder) applying to the Company
from time to time;”.

By adding in Article 2 after the words “non-transitory form™ in the definition of * “writing”
or “printing” * the words “(including an electronic communication)”.

The amended definition of “writing” or “printing” will be as follow:
““writing” or “printing” shall include writing, printing, lithography, photography,
typewriting, photocopies, telecopier messages and every other mode of representing
words or figures in a legible and non-transitory form (including an electronic
communication).”.

By deleting Article 168(B) and substituting therefor the following:

“168(B) Every balance sheet of the Company shall be signed pursuant to the provisions
of the Companies Ordinance, and subject to Article 168(C), the Company will, in
accordance with the Companies Ordinance and all other applicable legisiation,
deliver or send to every member of, and every holder of debentures of, the
Company and every person registered under Articie 46 and every other person
entitled to receive notices of general meetings of the Company, a printed copy
of the reievant financial documents or the summary financial report {each as
defined in the Companies Ordinance) at least twenty-one days before the date
of the annual general meeting, provided that this Article shall not require a
printed copy of those documents to be sent to any person of whose address the
Company is not aware or to more than one of the joint holders of any shares or
debentures.

168(C) The requirement to send to a person referred to in Article 168(B) the relevant
financial documents or the summary financial report (each as defined in the
Companies -Ordinance), whether under that Article or under the Companies
Ordinance, shall he deemed satisfied where, in accordance with the Companies
Ordinance and all other applicable legislation and the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited from time to
time in force, the Company publishes the relevant financial documents and if
applicable, the summary financial report (each as defined in the Companies
Ordinance), on the Company’s computer network or in any other permitted
manner (including sending by any form of electronic communication), and that
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APPENDIX 11l PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION

(d)

person has agreed or is deemed to have agreed to treat the publication or
receipt of such documents in such manner as discharging the Company’s
obligation to send to him a copy of such documents.”.

By adding in Article 172 after the words “(provided that the aforesaid daily newspapers
shall be included in the list of newspapers issued and published in the Hong Kong
Government Gazette for the purpose of section 71A of the Companies Ordinance)” the
following:

“or by sending it in accordance with applicable legislation and the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited from time to time in
force as an electronic communication to the member at his electronic address or by
publishing it in accordance with applicable legislation and the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited from time to time in force on
the Company’s computer network™.

By adding in Article 172 after the words “In the case of joint holders of a share, all
notices” the words “or documents”.

The amended Article 172 pursuant to (d} and (e) above will be as follow:

“172 Any notice or document to be given or issued under these Articles shali be in
writing, and may be served by the Company on any member either personally or
by sending it through the post in a prepaid letter, envelope or wrapper
addressed to such member at his registered address as appearing in the
register or by delivering or leaving it at such registered address as aforesaid or
(in the case of a notice} by advertisement in one English language daily
newspaper and one Chinese language daily newspaper (provided that the
aforesaid daily newspapers shall be included in the list of newspapers issued
and published in the Hong Kong Government Gazette for the purpose of section
71A of the Companies Ordinance) or by sending it in accordance with applicable
legislation and the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited from time to time in force as an electronic
communication to the member at his electronic address or by publishing it in
accordance with applicable legistation and the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited from time to time in
force on the Company's computer network. In the case of joint holders of a
share, all notices or documents shall be given to that one of the joint holders
whose name stands first in the register and notice so given shall be sufficient
notice to all the joint holders.".

By adding in the first line of Article 174 after the word “notice” the words “or document”
and by adding at the end of Article 174 the following:

“Any notice or document sent as an electronic communication shall be deemed to be

given on the day on which it is transmitted from the server of the Company or its agent.
Any notice or document published on the Company’s computer network shall be deemed
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APPENDIX Il PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION

to have been served or delivered on the day following that on which a notification is sent
to the member that the notice or document is available on the Company’s computer
network.”.

The amended Article 174 will be as follow:

“174 Any notice or document sent by post shalli be deemed to have been served on
the day following that on which the envelope or wrapper containing the same is
put into a post office situated within Hong Kong and in proving such service it
shall be sufficient to prove that the envelope or wrapper containing the notice
was properly prepaid, addressed and put into such post office and a certificate
in writing signed by the Secretary or other person appointed by the Board that
the envelope or wrapper containing the notice was so addressed and put into
such post office shall be conclusive evidence thereof. Any notice or document
sent as an electronic communication shall be deemed to be given on the day on
which it is transmitted from the server of the Company or its agent. Any notice
or document published on the Company’s computer network shall be deemed to
have been served or delivered on the day following that on which a notification
is sent to the member that the notice or document is available on the
Company’s computer network.”.

By adding the following as Article 174(A) after Article 174:

“Subject to applicable legislation and the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited from time to time in force, any notice or document,
including the relevant financial documents or the summary financial report {each as
defined in the Companies Ordinance), may be given to a member either in the English
fanguage or the Chinese language.”.

By adding in Articie 177 after the words “registered address of any member” the words
“or served by any means permitted by and”.

The amended Article 177 will be as follow:

“177 Any notice or document delivered or sent by post to, or left at the registered
address of any member or served by any means permitted by and in pursuance
of these presents, shall notwithstanding that such member be then deceased
or bankrupt and whether or not the Company has notice of his death or
bankruptcy, be deemed to have been duly served in respect of any registered
shares whether held sclely or jointly with other persons by such member until
some other person be registered in his stead as the holder or joint holder
thereof, and such service shall for all purposes of these presents be deemed a
sufficient service of such notice or document on his personal representatives
and all persons (if any) jointly interested with him in any such shares.”



£ e R AP R ¢ L T A & T Al

B EH FHEE

TSR BREMTONERBITHEEAERD > BiH MTZRFELIE MM
BHRLTHE - RITEHE - BN HXOF MR EMHEERN -

MTNEMETZHREEMARLRARGEMED > IR A A8 ok KB 2 AREBE RSB
RREE NEFEEXNER AT RELCKIHMAERN > LEHLTET -

AEHEEEH 2 BHEZ_FF-F+ A=+ B LFEZFRERE —HHHE -
BEBSZHMARAFHEFBRHZ ABHMARE » HHERENGEER T ARREMEY

AR TR EFBHE BTG AEMELESAREZS AT B Z A MIRE
REEMEAAL -

REEMBRARF

(AFFEFMR LA RNE)

RAERERS
BORGO -—BREER
T LARAUCES

ARFETR_FE_FRA=THETRRBAEREG > FU RPEE B8 LlRR - d
AR erESHRNERER - HFENEE - EE-F+ A=+t EERNEHREIIEE
FTIEIA -

BRBRBZTHERIEREF)IBCARTMRAFREES] -8R - A% MBTEERE
BERBEREG > WHEF BTHREZERLIRBFHARZERBPIMEZBREZRZ
G

[
A
A
|l
H
=
m
[
3
m



B #
Bk
B 1
ERE R 3
Mieg— — RRREBHBEBIRI . 8
Mg — BB 17
M= — RRMBZBEBEBET ... 20




2 =

EABRHN

[ & > A

TERBEFERE)

N3 PN
[EE )]

/AN

[RE A

[ 42 4

[E%E)

g & !

[ £ B

[ H )

%iiﬁjﬂ_ﬁﬁ’#b7ﬁ 'Fﬁ{j,i_)ﬂ_ﬁyx—lz'”&%
i () AN FWERAT ; ROAFLAERLTOMBAF

(o A BB A 5 (A B R R (e)F
ARIERBERESHO LR NOALAERGLE
(A BV BB B A B 5 (A A R B B A )

AAFER _EE _FHA=ZTE LS TRB=ToRESE
BIEAYHEREEEON SR EEEEMARERTY
BREEEXREG  REEHFHENBE_FE—F+_/A=+
—HIEFEEZEHRERBEIZE11E

LT RR B B AR IR #E
ARFRAZERGNEEFTGEAZTZZAE

FREEMARALF > REEIMRIZAERLA > HEH
FERE T LT

LR B AT S EE

H-MARMERKERA R BN BRIEZEE
jﬂ%lﬁ:ﬁ AT IEREEE TRAMAL » MTAEESE

E-HREMEER LB HEBANER ML F30%EE
B EBHFIPEFHEEZReMMEN LA RERE
SERI (BARERD) AERTAMBEHE  RARGTEEE
W R R R ) MR AL - ARBERZA
Ao R TEERFFROEMERE

RRFES

A B AT ] BB 4 R BT R A BOAE TN & OF e A IR R
W) BAE AT AT AL B BT AT B A R B R AR AT LA B R
FOAMEPTRERIT) AL

A @) B HL B 2 A

FEEARLNBEEBHAATHE



[EZERK)

[HRAEEBETTHEH

[ AR Al
[FERHE

TR A A

E k-

(& ERAITAN]

M8 B FE R 22 ¥

[0 Rt wt 3

[ Rz {5

I AR )

[ B 22 B

[ 2 BR

[ 7T ) K& ]

[ %)

T3

i}

&

3

oy Rl &

15

¥ =2

RERNBERERAR  —FMEAGREZMRINARL
"o H i T B SR BT

“EZTHEWNAZAZH > BIARE KA B AT E A8 R T
HETEHNREERTTEN

BisZpr s LW R B (A RERT)
R4 B8 CRE T B T AR B AR A 2 BT B

RERREABNERERAROEREZEONIMSHE
FoORMMXEAAFB L2 HBENEEEENEA

T ICET I I TS

A B AT o BT S F AT TR BT TR R - A
B - fo s MO 5 oA A L E] o AT T 6 4 ) 4R 4
B8RS B AR M o 4 B A (TR A T B 4T
SR BT 5 s A B A S 0 4T T ST 9 5
SAEEE L B IR B A AT SR A0 (5 M Z A
WAL GHEE AT S - fEUZE S EHRIE AR
B B e A R IE A ok T L 8 ) A
NS N

BRERRAFAR G LR RES  HEERRE
T T 8% —

ARERAFTEREEI0E T EEK
ERTEAFARA

FEBSX AR A

L BB T 2 R 2
ik B ST A

[E ¢



X RO

EEEMNBR AT

(A A Rad)

PATEF M F R

BEMEA > B k8 LWD(ERF) T

BRER (LA EET R E) v &

P 4B gt BHEE 19198

IR S0 EEHE RO
20

EHAITEE

BRIyt > cBe AR89+
SRENE L xPex-
BRFE » OBE. K F 8 &
T, MR KF @+

FrE#ATEF »
EHZRETE -
BRERMGD—BEE
5
AN A= =
R E -
SR

EFERRARRESE > AREABMR _FE _FLA=ZTHERREFRE LR
BR G 2 LB REEHE -

_ AREABEN-EZ RS T ERE R E - TR A I ER BI7ARF i
R FBFERE LA -

AN R E AR R R R B R SR R T BT M ARG LT
FEHE  -RREAHAGTERZSEMBETEELTRREE  FUET -



R R A

EHEMAE RRERETL SRR TR RALQRABEUMM S ROEE - AQFAR
TRBEFHR _FFETFEFAA T ZERG  ERZF-TFELANBER > ZFHEASR
HAQRARHAERETHAEMNES RBITES - EFME - AREFATLESEREIZA
(EREFAEREENATES A L) BUEe  BRALAFANKG - 2RAQAZEE
FEERII G HREEHALTNZ WA FH BN ERAZA - AREFHE LB S ERA
BA REFRSE—SPHARLAFLER - ALFAABRARBAMBRALZEEREANERY
GERAEABEERBFELETANIELEMABTLARE  SAmZSEHALER
BRMABELERNEERARAZRERE - G AREHRE  BARENMERLBAE
FAERREFEARE FREAHNRARBESECARARNRENEIARENERER
BETARRENGETAES  EEGHE > EXEREDREANERES  RERER
FHERE /SEHBE  FARDEMRRENRGEIAERBEREBEUEIREFHNOR
AT BRI PBEER] > A REALFANEE > LTERRREFHOEH -

RERGRRESHERRA  ZERBREMAERBRES & (0T S0 - RBHMHt
WRBARES NIRRT MRAREETERFUBTHRG LT REEE > dLa AR
HERE G QUEFAARBRATRBETS - ZARAYRERBETHERER B L EM
B - AAFENERERFEESREETZNEERTRRMET B LRRE - REE
HEAITHEM > AN A O R ERT A 3R A RE 5T 847 B A 2k 7T 3R 18 39,344,000/ A 4 B9 R AR
B ZERBREERRRTE  THESEBEOZERESBTNAENL - ZF AR R
Bt —EHR—ANA—F LA THEN  —UAARENLA LB ERMAEE > UE—HER
—HWASERATAER  —TEEENBAABHOES -

Brin b R R BB S T IR TR M AL RREF B ERAF AL ANZERA
AEEEBERRBERELL R _FEF_FAA=ZTHED) @R LT ERFJEMETRE
FHEIE > HRAIEE o MERRESHOGEGREAR L AL ARIGAL AR FEEB L FRTE
EHE M ABRETRAE 70RO E > HERSEERENRRANB L EATE
EHHE o



IR R #H

FERALTBEBRREREERRE R AT B I C AT B T RE %% R %8 B a1
ATPREMRERENRE  EEEEART EEARRERREERTT A MNEE > HKR
REEER > FEEAFEIRENEEN FEXEETEESY MELERZHUIER

B GINGE AL AE R AEFE RR B BT B AT AL 008 TSR AR AR AR MM IE F 2 R 0 A5 AT
KYEFH  ZEFHEDNATEN MEEEFHEREE LIS -

AR B AR B M A R P R — - SRR TR R B B O
BEERB O EHER - RREFINEIEXTEABERTIEIMEEZRREAFRGE
TEAAL (BEERD) RALANEMHEEEN U AFTELABEE 10 FERK
ool > R MRBFRNG LER -

BORO-REREZER

B AR AR B A A EFERMALO LT AT TS TN THELAS
R o R 2 AR AR T <

RIEFE-FERTA=ZF+—H > FARAMNEFZE - RRELTERALFENBERF 2
Bt o MIBFEAR RO KL LR > B — RN R EEREFE R AERFRY - &
UAXAFRBER _EZ_FIAZTHETHEERREERGIRE -—BLTERER - X
2 AR AE

BORGOZ-RERE

BHREAFREESES VAR T ERBARMEER WERTEF - E - REGHEE
B UITHEALRZES  EZEEBRERBAZEEALATERRAFRGEITLZH
Bib SEZELERBENECESRMA  EREEZEONALATANZERERERERZ
EETRAFBEEN IR KRG (THERED -

F TR A 10.06(b)RRE FIE —FHA R G (U RERMEE U ERFTFENEH
HEEAENFHBER TR ELECRELGAEABEZE » KA EEIE49BAG) bR E T
HEFEEEAGRES > FRER SR AE RN -



R R A

ERRITARAR

“EFCFE-ANAFBRBEETAES . W ETRNFCEBET > AL R TR
BHEMA LA BEREELE LA  BRROVEBWRUBEHERS ([HEH
ERENDABERIREE  (ERBENEALAAEUEHENMBERERERFRAKRBEURK
i R E MU > WG S R ENRA 5 R (iii) 18 458 A5 B A0 95 30 AR s A0 o SO Y ST »
ANAABHEETEFRUTEMRR > S RBRRALANESEN  BAQLFAEFEEZ
B > MBRRHE LMK EM-HEE - ERETHFRFERWEHR=Z - RREAFRGEE
FIRFEFHRERMEEBILFE ETRANRE > A0 70 o BIR RS GCR M B
EREHRFHR AR 230 OIS U B E RE SO B9 EP R AR BB R A 22 R R B S
A% B AR At 7 7 AR S AT SR S A R B SORR R R SRR SO o B RETEE > R AR
BEEAMBEFHNRER > NTURBRRERERE - BE5 A BXHRERRA -

BRBAFAREESE

BRBFERGEERA (HPEE RARZRER T L& AL 7 BT8R 3 U Rt
HERORENETERRE > URETARAZAAMAMENRER - REEEHRAFEX
BHOBRZE _ZF-F+_A=Z+—-BILFEMNFRERER -

FBHBEN-HERFRAFREEANRERZLERS - I BTETUHRBEREEXR
. B%FE BATZFERREAMARZERBIOEREZRS  URRREAFERE
EESTHMIE+//PEBRZEARAFAMNZEMRER - BZUZERERRERER BT
MAEASGEHERRREFRELINEG LRE -

MBLHRUARE  ARAMRBEEFREETERT MAEXD > AREFERRE
EERGHAMRMNIREABNERENER -



SRS St O S M RO T B

K

EXEH

AFHTIERETRUORERBAFAALANER - EEHAF BT EH LR
HRRERAREZHEL EEFLE—DEEERNERER > RESANRNE > FERIEHE
BEAMEFEEREABLTBEATRNERIRE -

HEEER
BEMAE > RARRESE - R EALFABRTRBEENS  RUBOEE - RET4AL

AlZARMRAKER 2EREALARARREZFIG - dh . EERERERBRRABIRAS
MERREFRKEGLRENREER -

JladE='e
wEBR AR
RHEAREEAA S8
EY 2
SEME
354

SEEEMA AR



e

B &% — A RESTE ETEK
ARESTE
THAZFARABE R G IR A RBHFIN G LS HERS
(a) BH
REEFHEERIEZAEEFAL  WABRALAEY ; QER - EXER -
3 %k HEFN BERERBUER  ZEF  ARN  (BBEREEBLEM
HINEBBREASHRREFAFAMNMBERARERNE -3 REALNFAREEZENYH LN
AL e
(b) EEB AL

REREEAHOEAR LT RUMRESERRRT EF g mh H2 R
MM e EMERBRAREESEENEMEERGT LA AR HARE -

(c) EEHBERRABUFNTES#E
HEGETHRIAIRE 5 ()R EREEALN m B R 5 )3 # B RGO

B i AR B PREESAL AR REB Y FATES EHEAME)

MENTEGEX AR2BARNRAEEEFERNBERRRBIERITESF BHBERATE)

HHE - WMEZEGXHREALNAES KRB REMENERES L ER > MEEHBIRAE

SR AR FHL AERT () AR B EE B R o

(d) THEESEER

EEOAEEHARERNE EFENTHEERNEER A ATREUTEEHN
W

() HWERRBEIVEFERHDTRETAESERETA
Gy EEWRUWEGFRET - REMTFR G RRE
(i) RERBABREABNZLENEOIAREFGRNROEE ;

(v) HEHERR R RE W SR A 8 20 s



mBRESEETERR

(e)

(f)

v)

(v)

AR 7 2 DU BR 2 T RE ARE RO MR AR A0 R o R SR EMR AT B

TEE
RREET RAOEEROIR > ZHRAFERFT Y AR+ 4

Fo R HE SR B AT R R M BRI R (anE) (RR AR HE A I A B 3 R B AT B
BEAHR)

DT AT R B RS BB (M) (AR B B B 3R AR A
AREEERR

B o BN AR R R B 2R ST RO BB (IR Bob ZR BT REAT BR B A SR 1
MEwEREEROHR

MAEHEEDRETER FTULRERETORE  ABPERZ TN
B o] AR o W 3R O R SR A

a TR PR R AR R RE AT B R B MU AR b A0 R R M A MK

(vil) RE - BRI AERITREAHFHORUMES > FHSERRGIEER

BT B B9 0 28 AT 0T 3 25 o S BRI B AR RO N T % B ) 28 I AR S B 8 R AT
A A B AR B A AR

(vitd) FE L HARRIRORRE T A8 BT AT R R R R 0 R K B M (ME R IR B R AR B

b TR A R RR AR R W B R BOR ) -

RHERE

MBAREANOEIELTRUORELEERRT > EXGAER KK H YR
FETER BEAITEEFESHEREN S ERARARYARMTREBRENEY -

RURREZER

RREABEREGASHEEEIEFERERRSHFLRERED - EE#
EREHBEHCRELTRAGRELAHRL - THE (BREE LATHIHRE N
BAR)  ZETIHMETZBRE AN —EAESN  EEXERALMED AL > FRFH

o wa g e e »



B & — ARESEHETEHKR

AARHEMERE  (EEGRMERARFAPHRFERERBENTESEERER (&
HEABEMEHEN  ROFALARERTNNFERALHORKER -

(9) BRRREENMITRIE
AR N HE B RR I A B ) AN B A L T o
(hy RBE
FMHEERERENABEAAEZTSAREAHARESR2EEENERS  ZLE
BARABERTHEEPZESE « ORRE B 5 L R RERF R HUETHE
MEZERRHEIMAIT A EEEE BB RN BREMNGRG-FHRHE  Xu)—&
B B (E -
() RBREBE

RREG LRV AEANVPROEZSEREARER2BRE > EZPHR
BRAEAHARERL BB +F -

() BERNBEARABARSH
RRERBRZANEARE > AGHENEE-
(k) FrEc % AR {0 A B RE R
TERREMERENRS > AZXANFERA NN LEAMANFARHOR > I
HERBREEANCETHERGZARSHESR - N (IMA LR EZH TERERGA
FERLTFH ARREMEFETHRECCEENCBTHUERGZERSHEE (AFAA
ASHEMAERES AR ERMAHFELNTERELE MR - AEHEEEES

BB E IR sk R VR T B i T AR B Bt R > B A BARC 8% H M B3 R
> RERGEEECHEALAFARRLME R ZH -

— 10 —



B 8% — R ES S EE KR
() HHEQEF

i RRERFEA (MRS ERARRANMHEELRAT > WEAHNOSERK
BA) B8 MRBRETRRBREDRARARFEEMS el € o HARAITE RIMEZ K
MR > EERNATAHERRREGRFMBZELIRENRERZB) -

M EES RN ETERR > IRBRETR ARG SEREARASRE T @A
NREFERENBERMRA TE - FEETRZEHMb s ERARARELEA
frfE e

MAERBREREE LRIEEHMATE - FRESE R -
(m) Bk SEAHEFARE2AAECRRAAEETIERBBLRAARL

MERBESAAN (EMEASERARAMNHBGFERLA > RIEAHENGERK
BN EFRIMETERT2AAGE MEERARAN (BHEEREKEALER)
HEARAEBEAAREB AR MALTIES 6 > MIREETRERERRARF
BEEEMEATENHRATE BIERREAMERES - AERUIMTAFERRER
BHETHZEARREARERZA) -

MR R AL EATE AR - MIRRET R AN S ERARARKEESEHK
WETHEEKAGRIARNAREEIABEEBAAME LERESHEMMEA R (KE
BEREMNBRYMMA) ATHE - DRETRZEIANESERERANEENRRATE -

fif & R MR A 7E Lt e R AR AT 6 AR & Rk -

ﬁﬁﬁﬁ@@ﬁ+ﬁﬁUL&M%%K%E%%@%&%@W%B»WW%W@@
BIRER - '

(n BBREXBSEmMAL

HERREREN (ML S ERARANMBBELHLA > MEARNTERER
BAOERUTHEAABREGERERRZA  OFH L REXE  RCEFTAEETE
REENER NCHAEEEAZEERIMZAREFEARE > (CETAP AR
BFABEOMERTPEHAER > AR RESHEI LR -




By &% — wRETHETEMGRR

(o) AHFERFH Bk XA ER EEXTTFTBREBRAALABMALBRNER

M RREFAEAN (EHAEEERERANMEGANLT - AHERHN S ERE
BTN > EREBEN mBTOBEUEARBEEEBRREA S AIREZREREAR
ABREEMERARE  BARBREAIREERARZAZGHLLEFHMER XN (HE
EERENBRYRM) ATHE > (285 R 158 5038 B 3 BT B E R R R
Wz H -

il R E AR ES A AL R SRR 2 H R AIRZRERRNAAR
EXNHEREATIN > REBORREY LR AS RN -

MERDBERAE DRBEBRATE > SRS ERL -
(p) BELKBENER

1k 5 B A T 3 19 o0 N (BRI Ui N B B e i B A R Y AT A - R SR
NBEETHR BTN ALTUNZFEAL) BLURETARBE2EBUHER > M
HWEEREETHRARERBERG > AIRRESTEAREREUEESRKAXEM
REFHFZAZ-EAN (REEZGREVRRAR) BERTEDBRE (LIRITED
BRI -

Q) ZHRRHFEHER

MALAEARESEEAZH  ALRARETEMARNZEHELZHAR
oo AiIALRIZER MR REEAN S BEEERZEAMZBREHEZREZRAE [
MBRESAAENAREN - ZARREFAAN (SEEEREAN FHELRZAEWE
BANSHZAEZEEEFZEZHREHER S (RBEZHE) - THEL2EN
MOoRRE CURTENRRESR > LR IRBEITESEE  ATZSFEZHREH
LRI B AR > AT c MEZEZWRTHEME > I RRESGR
WeSERTE RIBRD RS BT E RO - AR R W EREDAER A AR U H A 77 2N
BEZSERITEEEET FUBTHRAE > DRIUEZRESE AN ERREEZSE
BRZHNEHZH LB ERRFIAE -

— 12—



By &% — . mREFETEHRRA

(n ZAFAERBRBENERN

fEAAFAEARRELEEAHBRRARNE  UEEAPEERFHAA AR ARER
MERAR > FLRAARARASERFEFHBENEAREZABREOAFTEDRESAEA
BhAREN ERZRESFFRAFREORNEXTTAFENEMN) > MERRESS
ANBHEERBEANEFHZENEREHARRAREBTAMEEER > mALFE S
EEEM > W RZEEMT Y LB RGBRBENEEEIE > BUTEEL2EERS
RBELRTENZIREAR) > MALREARR (BRI BERRELAEHS
FEBRRARGRTAMHMNERD REAHOARIGHEIRG TRBRERFEA -

(s) BERERR

BRE UMK TENRRELR MR THEEEAR URRELEELHEE) DX
o) RBREHMEBERE WFQ M) @ ©) () (o)K@ BT iE 8T A 8 EE W
B RONEFERALATENVENEREEEL > HESFVTETREERSEQ 0
() X (o)X BT T WO RR AR HE A PR » B B2 0 8 = 7 T B0 T Wh R AR 8 R IROME Sy B At i
WZHEN -

(h EEARE

ALARAEEIGSEEMER > SHORMEMRTENRRE - MER L EH
R TEMFRMNEERERARSELERE > NEFRTRORRERATRER
BEFEHTET XHEwBEIEREZ R URBTHREE FCOFECEHENRRE 7
$ oo
(W RERETERTHNEESROEE

iy Z&ZMRH

AR 2 BT MM R B B A RDAE AT At R B R R M R AT 2 B R R BT B

ATRTZROHAE . AERBEARHCETRMZ30% o AR R A B REAE M5B
AT ol & R R A0 R R -



MY 82 — R EEEE KRR

(i) AR

W b SCEE ()7 B BT ol BR B8 2 78 R SUEE (u)(iii) 43 B BT 45 0 B 5T 45 HE PR AR 18 15 b v
2R RERRL ﬁﬁ%&mﬂTﬁﬁﬁtﬁ%&&z%%%&%ﬁﬁﬁ%T%%ﬁ
TR REBAFENERHEFTEEE 22 BITARMA10% > BI121,679,040/%
% 5y ( qf%ﬂﬂﬁiﬁj s AR EUI AR R EER T IT Y E BT R4 1,216,790,404 A% B
WEtE @H&$\Tﬁﬁﬁa%waﬁﬁﬁ$iﬁﬁﬁom%;hﬁﬁﬂ&$
7 BT fa] At 3] ) 1 2R WHIEEIERE > R EZI0%REFIE R e EER -

(i) EITHK R F

AN F) A IR R R AT IR R B METE L 2 AT A ST ) AR R R
“ﬁm°#ﬁ-ﬂiﬂ@ﬁ%ﬁ%¢A7%€MﬂhﬁZ%%%E%ﬁﬁﬁ%ﬂ?
BITZRMEE . NEHEBHEZIRIES HCB®ITRHZ10% < SERTRE & 5 81
dmnmm&@%%ﬁﬁ‘ﬁﬁ%‘Eﬂ%ﬁ%%ﬁﬁﬁﬁﬁ%%%%)Hﬁﬁﬁ@
ERPREEMRSAGTEEN -

FrEZ2REABEBLZERBORKAE ALORAUERRERG LFRBRS
ATACAESE th AR PR HEFR B A RR AL M - B PRBEA U IR IR T AL R B E
i . I AEMERENMARELER  ZRE-SREARENEREE
i o LR TEHLE M S WA A E B A .

V) &L FEHRE

B HEEPTA - AA WM ARERZRRE (Rme T E kT8 F£17(F
RREE4T AS TEITZ M AE  RIBBREBITRMG 2 1% « WHGE— SR HE &I
PREAZAHE T2 HE zﬂfﬂ%T%%ﬁ@t%ﬁm@’ﬁﬁﬁéﬁﬁﬁﬂﬁ
BA(GERRL WA AREHZERRERE > WAL AT SR AERT @ A H
BHEK  EBRE—SIZHINENES SR MZEMEN S R ERMET A Y

i e

— 14 —



By 8% — R REEEEERKRR

(v) MBEATREIRE

AEFELLTHRNEENEER LAALRES - THAE  FERFANEESH
PR B ARBERE WEASFARNABIAATES BRERENEHZ 2B
FEATESRRIM MM - REALWHEIREHEEAN > BT @A LD 7 AR & E ®E E
BRRAETRERG EEEMESNS - EAmMALARETERRTRXB L FRTESTEES B
BB ARHERE g ZUA LI EREES oS8T ORERTHMREZ (E
FBEH E+Z@AR . BREERESS AL A MG #H s E R 232
MEAE (RIRCIT - B8 RCORIT A AL REUATHE M EBAT X TETZ M0 > (i)t
AAFRCETRASEBIR 1Y% MWVRBRMCESTSRTERERFTLBREZ A
U T E R E > BEERBR5000,0008CE > HIABILITTE - EERERE L @ ER
RSB FERTESTHEEEE AT S AIZT B FRRE (R BEAE LT 808 E 0§
BA) 2 EFHESABH AL REULREFXFRRMAETTIET > WAL NEREEA
R E @muu%LAiLm$“ﬂﬁ%€@ﬁ“EJmﬁ*ﬁmm~5%
CREEREERE R - BB ERE - S FHTRENEFTETH -
TEAEAZ M & R AE A B e -

w) REEBEANEE

ME#E@M CHEAATAT s AL AR A L2 Tﬁé%ﬁ%xﬁﬂ
A% LR B I A IR LUR LS R BIBR SN - AR - AR E IR 2 U - RO R SR Al

H&ﬁﬁh&-11%£TF&”EE?%L+E%HU'@Jﬂﬂﬁ ‘fﬁ%?ﬂﬁ%ﬁ@hﬁxﬁ%ﬁ&#ﬂi%%ﬁ
BRSEE  FRARE . RS B Ry R R BE o IR A B 2
L EmWEY 4@&H&#ﬁb1&£?Z@U3%/VF”ﬂ$rﬁ%ﬁﬂt&1nﬁ4wﬁwﬂtm
M) o SR GVEERIRZE IR AR o A E ORI A TE AT 0 2 AT A RE I RE AT 9 AU (M R
LZEFE AT REBIE W B AT A (BEAR TR ¢ ) EEazSHBEAE u&%Uﬁﬂ
O AT )RR T AL BT FT R I R AR W 2 AT AR A A L AN 1R [
{FAT 6% % 30 8 T Bt TR B Al B AR LU 4 K -

Bt ZAABTESMAEXGREBEERNREAFEFL LASHIER -



By 8% — wBRESIFETERRK

(x) FFEXH

BREAHTHESEERRARZEEA T EFLRE > EERERLANRBRK
BB RRREAMMEN > FREFF AFELATHEI7.03RIMEBEHEAFEL > R
B R A NSRS R ERA ANATHMBETELET - FAZFAEH R
BHELNBACRERABRUNEOTRRENBRTEIECAAMNEZE > MR E
WER B A ANE - EEURBEAL T E R AL w40 B &Y R R R OB i 4y BT A
AUBBISh - SRRAEST BIRR BREN I MEREE > Y RO BRENRIELEL
e RS P B RHE R > MW R S R DU AR SRR R AT B X IRAT R AN B By A R RUBRSE o B2
REF R EET RALANE LTRSS LEZAMNAE - ES R MU RE
AR D R E Y > LA H RRIE o £ L TR R R R BRI RRT
EHEE LGRS s M 2RRERS  MENRERBER RN
et ~ RREIRBRIFR -

(y) BREFTEHZRLE
ANAMBELERRRELERALBERBR  JEEFGRE > BRI THRRE
Rl BN T o R RALE A BRE AR AE  BRRER K

XERMBETEAIE 2RI RER - ER LIRS ERTENTREERESNASF
3o

— 16 —




B & — | & BB

AMEIRBELHTRUFELZHARG > B BTRESHEERERENTZEH
A 50 B R R R AR R B 0 LR BB 49BABYR 2 & -

1. BE

NEREEBRATITEHS > ARARZEBITRAR1,216,790,4048 &4 - (FHAEERZHE
HELHEARZ@EBAE VUALAIR LR BERAFERSRITNHEF TR REEMRG A
HiE&, KRR REBEEE RS BE 121,679,040 B 0 -

2. BEFBEZER

EEEME BRRR-BEEUEEZEETRTS LHERYG > IFSARRALER
RZEBREFS - BEAREALAERSHEH EEFELR XEREMN  WARTFEHZH
REHREZHME  TATAEESERRAMEMAFRAL T RBRER T GET - MEFF
B B0 3 2 5 #Y RO R AT (0 B [ 124 -

3. AMBEZMRE

MBEALFRMBULREFREREZRE  BERBITESHERA A QA SEATFL
RezhifRekEEBE8e fEd-

g WEREREAFRSETE (AL AZEERERF RUERE ML REN
BEARFZE HHERBE _FF -+ _A=Z+—B L EFEZEFRNTEECHEZREEE
ZHRRTE) - A > MATFEWOREHALRAZEEEERREZTEARIAAELAE
HEBZEAABUERERERANES WEEGARAELBR T HEEEEE-

17 —



'TE e

4. BB ER

TREFTEHEREEBRITTAMM T ZMARE - HEAEBIFZ & RREMZE

—EE—-F 5= BiE
4 A 0.550 - 0.475
LA 0.630 0.530
ANA 0.580 0.500
t A 0.560 0.520
N A 0.560 0.480
LA 0.520 0.390
+ A 0.455 0.400
+—A ‘ 0.460 0.415
+— A 0.470 0.415
—EBECE

—HA 0.475 0.425
ZA 0.680 0.430
=A 0.630 0.550

5. —RKREHS

BEBEN (WHEE -V EHEE MK TN AR AR FREE (05 E X HEE R E
) A 2 A AR BT A

EEECEBMAN > EERAFEAT  BEERBELTRURTEER ZELM
T A B IR -

B R BEE ARG SRR A AR RER R B B EE LSRG RS T
A (T =r B M E > ZEMERE MRS —EWESE - Bl —ZRRE—BER—
BB zREARGHBEEARL A R > 3 AR SO T RIS 20/ 2 4 R 18 i 58 fl i
HE# -

REREEBRTTAYE RERE—HKRBARFFASL, 4765 2Rt - (B AR A E 23T
MEARAI67.35%  MEH (HEEDS GO ((HEEEKMDME  WEEEECBETEAEA=
fﬁu\z—uﬂéﬁéz—ﬁ%ﬁé%%ﬂfﬂﬁﬁmiﬁlﬁl%ﬁE819,476,512%&%%2%%& o ANTFE
BT AL H0.30% > 813,593 155 kB m —HE2HEARA - HRESESEANRE
ARNFIZESRE — BENEL BRERAEAHTEER I HERRE2EZRE ANEH

— 18 —



y % — BOE R4

MEEBERZ%819,476,5120 L1 }2 3,593 155 By 2 M2 » shéb > BT Lk 2 RRBESh » 3%
SNEESREERT9866576 BN HER BEREEZRAAER) > HIEALTE BT
& A 6.56% °

RELEFRE HEFREBORELETEEBRTZHBORGES > aSNEL
AEREEHRBESM LTI FAEAR LA BT RAE ST EL8246%M 4 > BIEHEL
RFFREDR25%  MEMBEROGERLARHEREERRALRACBETRFZ25%  MIKE
EEBBIHAEBEZELT A EET - RAEERERELT  HXH T ERELE - EHEH
BRETEHBEZEUHLARFREERAFA LA CEITRAEZ25% -

EAEMEEAL  AREFALANAEBENAFAZESE - THHER - TERFE > KH
BFEHZHBA(EERLEHRA) BENGALFANEHEREEERRMEBERENELT
MAATLEFRRARS > FERBERGUNLTE -

6. ZRRETZRHOEER

A B A S AT BB R A 4 A O R 6 (4 R 7 T 5 T L B
REFT) -

— 19—



Bt 8 =

~aA M 2EZEF

ATRAXG A WA ZIHEEAGT

(F) AR RIS otk [l — F R IMA LT #7ed

METEM EERTMERBUEAE THEETBEEZER

MEFIIEAREARALRZSHERES (BERELEF RGO T ZEMES -
AR SR E A R R D) o ) e

(L) ERAEMETEEIK TR 2 BRFZIRARK FFAEMAT (BEETE
A J 254 .

sz EEIRER I ERDT ¢

(BRI AR BEER - R - TR - BE - $TE - BHA - BEAERL
FAAERAARRZ XEREREZEFL (BFEETEN - -

(P3) MM 2= 40 RYSE 1e8B)Be - dF LATF SCHAL -

F168(B) MBPARMEHIZ B > ANFABHEERERDEZEE > MEMAE168C)

168(C)

TZHBRT > AL RBLAGOILFAKMBEREN > RERFBFK
EETHMES B HARMEXGRMERERS (RAZER
RomGE) oA 2 ERFREALNFEURK ARFABUESHE
A BURBHAGEETLZ AL REMAEEIBRALADRRAEES
ZANTE e AT > RIEAAIRTSHE M ZHF X Z A ERIEAR L RIS
Hipht 2 EAMATREE U EZ B RO EFTFAEA -

MARFERBEABERZ NGRS - FERUEREFALETRESRS
FFAERAFER EWHRA > ARG EMEZ R LM EZEZ TR (8
FUEME TEAZ T RNER MEFHMBXHEL (NMBEER) MERHER
HFEBEZERRABERE) - BAMAEE 168BIRITE A LR BB ERE L



T et GatL AT  1

M %% = DAMACEREFR

EHETAFERWB M AIEAALARCBITEAEEERREAMXHZE
£ RUAR TR 2% AN B B2 Rl 0 190 82\ £ 15 1R B B S 1 BB S 9 S
HERBZERLAFGRE 2R ETRECEETF - | -

(T) FEARRISE 1720k T (M A ERBAZIIRB A AMRAIE 7 1AK  FHEEGERTEZR
BEAER) I ZFAEMAUT —B

[BRBAFERZEAEFARETERGXSGFERLAESR LTRSS HELE
FRMLRRZ BT m R - SR EB BRSO REER XS
ARAAIEHFLTRUWERLFZEHEBEHZNE - -

M@Eﬂ%%w%ﬂﬁ%%@%%%ﬁk»Mﬁ%ﬁ@%&Z?@%WAEﬁUﬁZ?
/D_JO

BMBLEX(T) XU BEHEBTEZAUNELI7MEDT

(172 RELFAMEANZAEFLIBT2EMBESHINE > AREEE X > 1A
HAAFRBAAMREEERE SUENBEZHENX > ERGREH
HHELIHNELMFHEZZUAEER M EF FZAL > B £
MBI BN E R X HEEEME) E—HEXFRE—H+ XA
WORE R (M D AR ZEF N BUT o A RIS TIARET 3 &
T ZB\ELE) s WRBEABERZHAEAREEREXGRARLAA
EHEEMRAMEFELETERNZIRKZE T Ik m KB IE > SUREA B
EHZBERENRFTEHRS XS ARLFAESF EWRUES LR Z B
METE - WAKEROGFEA MAMABRENXHARETEIER
MECZHEFAAN MUBNASFTEEEASFABREREZAMHE

EAC

(2) ERAE74RE—TIEE ] ZFARMATEXH] ZF48 - LIRIEAHANEE 1740k 5
WZBEMAUT—E

MEAEABTENMMREZ BEIXM > FRECAFLFARENEZ FREHE
PEAED  IMEAQRAZENEENBEZBERXEH > gRECH EBRRE



By & = LA RMAAZERZER

HEMUEHESA NG AEARFAZERAEATRERES ZZ B EERE
EN

BETZHAUE I74FIT ¢

M74 RABEFEZEMBEEIXH  AEHEARBF LEEEFRXANES
HHERERNFENBREIICRE  EEWRERESRXMHR . RA
FUZEHA LA ESEHNEHRHECZARNEE A EHED
W ERABENT  AUENEECLZENLBALEZEVZELE
THREEMEH NN ECH AT ANAERBE T CRARENENAE
MERVESE ETAELETEMAMEEZBENNS > FRECSRAL
ARENEZARSEEEIRY - EMEALFRZEMBARTNEZES
B ﬁﬁﬁiﬂﬁh%ﬁ&tﬁUﬁ%@ PO AE A L R 2 B
RAHEMNER B ARERNEE -

(BE) 7E 4RSS 174N BAF — B R 5 40 A0 38 1 74(A

[EARERZBEREALETEREXZRARAFAEF LTRUZERT - ATE
ERFEHEMEER T (BEEHMFE XA ERERE (BB ZERRARIK
) Z BB A LA - ]

() 724055 1770 [ M o 2 35 S ) 22 580 4 A TS AR o 2 4F {17 i % |
254 -

WEFTTZWMAE 75T

(177 UBMEFTRZEEREBRAMEETMBER Mg » SCLEHEZ Z /77
REERRBAXMHIAFZ TRNEEZ A MBEI NS > EwmAFRE
ERCHNARERTRERFAAFAGNECHMEURERT - HEPR
BEREMERNRBZIEFAN (RRERNSREMARL ZAXERZES
X (BEEEMATBRAZEFAAZM ARG ZFEFARBL2FEALZ
e L) > MEAREEERBAREBERMEARGFHARZEEEZRE
At A Rz Z%ERE RHEMENAT T EE

2




'NOTICES

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorpdratsd in Hong Kong with limited liability)
Notice of Annual General Meeting

NOTICE 1S HEREBY GIVEN that the 2002 annual general meeting of shareholders of K. Wah Construction
Materials Limited will be held at Academy Rooms, Grand Stanford Inter-Continantal Hong Kong, 70 Mady
Road, Tsim Sha Tsu! East, Kowloon, Hong Kong on Thureday, 301h May 2002 at 10:30 a.m. for the following
DUrposes: '

1

il

To receive and consider the financlal statements and reperts of the directors and audilors for the
yeat ended 315t December 2001;

To declare a final dividend for the year ended 315t December 2001;
To elect directors and fix the directors’ remuneration;
To appoin audiiors and authoriza the diraciors 1o fix thelr remuneration;

As special business, to consider and, H thought fit, pass the fu(IoWlng resolutlons as Ordinary
Resolutions:

5.1 "THAT

(a) subject to paragraph (b) below, the exercise by the directors of the Company during
the Relevant Period of all the powers of the Company to purchase shares of the
Company ba and It Is hereby generally and unconditionally approved:

(bY the apgregate nominal amount ot shares .which may be purchased on The Stock
Exchange of Hong Kong Limited or any olher stock exchange recognised for this
Eurpnse by the Securities and Futures Commission of Hong Kong and The Stock

xchange of Hong Kong Limited under the Hong Kong Code on Bhare Repurchases
pursuant ta the approval in paragraph (a) above ghall not exceed 10% of the
aggregate nominal amount of the shara capital of the Company in Issue at the date of
passing this Resolution, and the said approval shall ba fimited accordingly; and

(¢} for the purpose of this Resolution:

“Belevant Period" means the paﬂdd from the passing of this Resolution uniil
whichever fg the earlier of:

{ the concluslon of the next annual general meeling of the Company;

i the expliration of the period within which the next annual %sneral meating of
the Company Is required by the Compantes Otdinance to be held; and

(I} the revocation or variation of the approval given by this Resolution by ordinary
resolution of the shareholders In general meeting.”

5.2 “THAT

{a) subject 10 paragraph (c) below, the exerclse by the directors of the Campany during
the Relevant Period of ail the powers of the Company to allot, issue and deal wil
additional shares in the capltal of the Company and lo make or grant offers,
agreements and options which might require the exercige of such power be and it is
hereby generally and uncondlitionally approved:

(b) the approval in paragraph (a) above shall authorlse the direclors of the CombanK
dutlng the Relavant Period to make or grant offers, agreements and options whic
might require the exerclse of such power afler the end of the Relavant Parlod;

{c) the aggragate nominal amount of share capital allotted or egraed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise} by the
directors of the Compar'vqy pursuant lo the approval in paragraph (a) above, otherwise
than pursuant to (i) & Rights 1ssue, or (i) the exarclss of nghts of subscription or

_conversion under the terms of any securities which are convertible into.shares of the
Company or (I} any option scheme or simfiar arrangement for the tima being adopted
by the Company in accordance with the Aules Governing the Listing of Securities on
The Stack txchangs of Hong Kong Limited for the grant or ssue of shares or rights to
acquire shares of the Company, or {iv} any scrip dividend or similar arrangement
providing for the afiotment of shares in fleu of the whole or part of a dividend on shares

of the Company in accordance with the Articles of Assoclation of the Company, shall
rol exceed the aggregatle of:

{aa)  20% ot the agpregate nominal amount of the share capital of the Company in
Issue at the date o! passing this Resolutlon; and

(bb)  (if tha directors are so authorised by a serarste ordinary resolution of the
-shareholders of the Company) the nominal amount of share capital of the
Company repurchesed by the Company subseguent to the passing of this
Resolution (up to a maxirmum aqulvalent to 10% of the share capital of the
Company In Issue at the date of passing this Resolution),

and the sald approval shall be limited accerdingly; and
(d) for the purpezs of thiz Resolution:

"Relavant Perlod” means the period from the passing of this Resolutlon until
whichaver Ig the sarler of: .

0] the conclusion of the next annual general meeting of the Company;

{1 the expiration of the perled within which 1he rext annual general meeting of
the Company Is required by the Compantes Ordinance to be held;

i) the revocation or vartation of the approval given by this Resotution by ordinary
resolution of the sharehalders in general meeting; and_

“Rights Issue” means an offer of sharas open for a pertod fixed by the directors of the
Company to holders of shares of the Company on the register on a fixed record date
in proportion to thelr then holdings of such shares (subjscl to such exclusion or other
arrangements as the directors of the Company may deem neceasary or expadient in
relation to fractional entitiements or having regard lo any restrictions or obligations
under the laws of, or the requirements of any recognised reguiatary body or any stock
exchangs in, any territary outside Hong Kong).”

5.3 "THAT the directors of the Company be and they are hereby authorised to exercise the
owers of the Company relerred to In paragraph (a} of the resclution set out as resolution 5.2

n the notice of the mesting of which this Resolution forms a partin respect of the share

capital of the Company referred to in sub-paragraph (bb) of paragraph (c} of such rasolution.”

As spei:lal business, to consider and, #f thought fit, pass the following resclutions as Ordinary
Resolutions:

8.1 “THAT condl(lona”g on the approvat of the share option scheme relerred lo in the circular
digpatchad to members on the same day as this Matica, the tarms of which dre set out in the
rinted documsnt marked "A" now produced to the Meeting and for the purposa of
dentification signed by the Chalrman hergof (the "Share COptlon Scheme®), by the
shareholders at the annual general meeting of K. Wah internationat Holdings Limited, the
Company's holding company and conditlonally on The Stock Exchanga of Hong Kong Limited
pranting approval of the fisting of and permission to deal in the shares falling to be lssued
pursuvant to the exarcise of any options granted under the Share Option Scheme, the Share
Optlon Scheme be approved and adopted to be the share option scheme for the Company
and Ihat the Directors of the Company be authorlsed to grant options thereunder and to ailot
and issus shares pursuant lo the Share Option Schema and take all such steps as may be
nacesgsary or desirable o implemant such Share Opiion Schemae.”

6.2  “THAT conditionally on the resofution referred to as 8.1 of this Nolice being passed and
becoming unconditional, the existing share option scheme for the employess, senior
axecutlves and directors of the Cempany and its subsidiaries which was adopted by the
Company at its general masting on 23rd June 2000 bs terminated with effect from the date on
which such resolution shall becoma unconditional.”

7. As special business, to consider and, Hf thought fit, pass the following resolution as A Speclal
Resolution:

“THAT the Adticles of Assoclation of the Company be and are haraby amendad as follows:

{a) by Inserting after the sxpression *dollars” In Article 2 the following new expressions:

* “glacironic communication® shall mean a communication sent by electronic transmission In
any form through any medium; .

“legistation” shall mean every ordinance (including any orders, regulations or other
subordinats leglsiation made pursuant therato or lhereundsr) applylng to the Company
from time to time;";

() by adding In Article 2 after the words "non-transttory form™ In the definfilon of * “wriling® or
“printing” " the words "(including an electronic communtcation)”;

(c) - by deleting Article 168(B} and substituting therefor the following: R

*168(B) Every balance sheet of the Compang shall be signed pursuant to the provisions of
the Companles Ordinance, and subject to Article 168(C), the Company will, In
accordance with the Companles Ordinance and all other applicable leglstation,
deliver or send to every member of, and every ho'der ol debentures of, the
Comparny and every person registered under Article 48 and every other person
entitled to recaive notices of general meetings of the Company, a printed copy of .
the relevant financlal documents or the summary financial roport (each as defined In
the Companies Ordinance} al least twanty-one days batora the date of the annual
genaral mesting, provided that this Article shafl not requira a printed copy of those
dacuments to be sent to any person of whose address the Company ia not aware of
to more than one of the joint holders of any sharas or debantures.

188{C) - The requirement to send to & person refarred to in Arlicle 168(BJ the relevant
financlal documents or the summary financial repont (each as defined In the
Companies Ordinance), whether under that Aricte or undet the Companies
Ordinance, shall be desmed satisfled whaere, in accordance with the Companies
Ordinance and all other agp!lcable lagiglation and the Rutes Governing the Listing of
Securitlas on Tha Stock Exchange of Hong Konp Limited from time to time In forge,
the Company publishes the refevant financial decuments and if applicable, the
summary financlal report (sach as defined In the Companles Ordinance), on the
Company's computer netwark or In any other permitted manner (including send!n|
by any form of electronic communication}, and that person has agreed or 18 deame
to have agreed to treat the publication or recelpt of such documents in guch manner
as discharging the Company's obligation to send to him a copy of such documants.”™;

{d) . by adding In Article 172 after the words *(provided that the aforesald dally newspapers shall
be Included in the list of newspapers issued and published in the Hong‘ Kong Government
Gazelte for the purpose of sactlon 71A of the Companies Ordinance)” the fol owing:

*or by sending it in accordance with applicabla leglslation and the Rules Govemning the Listing
of Securilles on The Stock Exchangs of Hong Kong Limited from time to fime In force as an
electronic communication lo the member al his electronic address or by publishing it in

dance with applicat tatlon and the Rules Govermning tha Listing of Securilies on
The- Stack-Exchange -of Hong Kong Limited from-time to-time-in-torca on the Comparny's
computer natwork”;

{e) by adding in Artlcle 172 after the words “In the case of Joint holders of a share, ali nolices” the
words "of documents™;

{f) by adding In the first fine of Article 174 after the word “notice” the words “or document” and by
adding at the end of Article 174 the foliowing:

*Any notice or document sent as an electronic communication shail be deemed to be given on
the day on which 1t is transmittad from the sarver of tha Company or its agent. Any notice of
document published on the Company's computer network shall be deemed to have been
served ot delivered on the day following that on which a notification Is sent to the member that
the notice of document Ig avallable on the Company's computer network.”;

{@ by adding the following as Article 174(A) after Article 174:

“Subject to applicable legislation and the Rules Governing the Listing of Securities on The
Stock Exchangs of Hong Kong Limited from time to time In force, any notice or document,
including the relevant financlal documents or the summary tinancial report (each as definad in
the Companles Ordinanca), may be given to a mamber efther In the English language or the
Chinese language.”; and

{h} by adding In Articla 177 after the wbrds *registered addrass of any member” the words “or
. served by any means permitted by and” "

By Order of the Board
Steven Tong Kul Nam
Company Secretary

Heng Kang, 28th April 2002
Notes:

1. Tha reglstar of membars will be closed from 24th May 2002 to 30th May 2002, both days Inclusive,
during which period no transfer of shares will be stected.

2. Any member entltled to attend and vote at the meating Is entitled to agpolm one or more broxles to
attend and vota, on a poll, on hig behall. A proxy need not be a mamber of the Company.

3. A form of proxy for usse In connsction with the annual ﬁensral meeting Is enclosed with the Annual
Report posted 1o the members. The form of proxy shall be deposited at the regisiered office of the
Company not less than 48 hours before the time for hoiding the meeting.

4. Ccncemln? agenda item 5.1 above, apptoval Is being sought frem mambers lor increasing flexlbifity

and providing discretion to the diractors In the event that it becomes desirable to repurchase shares

- represanting up to a maximum of 10% of the aggregate nominal amount of the share capital of the

Company In (ssue at the date of passing the resolution on The Stock Exchange of Hong Kong

Limited. An explanatory statement to provide relevant information in respect of the proposed granting

of the repurchase mandate s set out in a separats lettar from the Company enclosed with the Annual
Report. The directors have no present intention to iasue any additional shares.

5. Concerning agenda item 5.2 abovs, a‘:proval is being sought fram mambaers for a general mandats to
the directors to aliot, issue and deal In additional shares in the capltal of the Company.

8. Concerning agendd flem 6 above, the directors wish to draw the attenticn of mambers tg the clreutar
enclosed with the Annual Report which contalns, inter alia, reasons for adepting the Share Optlon
Scheme and a summary of the pringipal tesms of the Share Option Schema.

7. Concerning agenda ltem 7 abave, the directors wish to draw iha attention of members to the circular
inc!os)ed with the Annual Report which contains, inter alla, reasons for amending the Articles ol
ssoclation. -

i
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NOTICES

Hong Kong [Mall Friday, April 12, 200

om——

K. WAH CONSTRUCTION MATERIALS LIMITED

(/ncorporatsd in Hong Kong with fimited Habliity)

ANNOUNCEMENT OF ANNUAL RESULTS 7
FOR THE YEAR ENDED 31ST. DECEMBER 2001

ANNUAL RESULTS

The Board of Directors of K. Wah Construgtion Materlials lelied the 'Comfda'ny ) is plle'aseid to
arles (collectively

announce ths audited consolidated results of the Gompany and 115 subs
referred to as the “Group’) for the year ended 31st Decembar 2001 as follows:

1.

Notes:

Total revenues

The Group's turnover for the year ended 31st Decembasr 2001 was HK$1,082,615,000
representing a decrease of HK$10,806,000 over the previous year.

The Qroup’s profit attributable to shareholders for.the ysar ended 315t December 2001 amounted
to HK$112,801,000, representing a decrease of HK$53,475,000 over the previous year. -

FINAL DIVIDEND .

The Board of Directors has resolved to recommend &t the forthcoming Anhual General Mesting to
be held on 30th May 2002 a final scrip dividend for the year ended 31st December 2001 of 2.5
cenls per share, with a cash option, totalling HK$30,420,000, payable to the shareholders whoss
names will appear on the register of members of the Company at the close of business on 30th
May 2002 (2000: a final scrip dividend of 4 cents per share, with a cash optlon, lotalling
HK$46,066,000).

Payment of the scrip dividend is conditional upon the passing of an ordinary resolution at the
forthcoming annual general meetmg and The Stock Exchangs of Hong Kong Limlted granting the
lIsting of and permission to deal in t

that the share cerlificates in respect of such shares and dividend warrants will be posted to those.
entitled on 10th July 2002. A circular containing details of the. proposed scrlp dlv:dend will be ser\t
to shareholders in dus course.

o new shares 1o be Issued as the setlp dividend, 1t Is expected

Consolidated Profit and Loss Statement
For The Year Ended 31st December 2001

2001 2000
N Note HK$'000 HKS$'000
Turrover 1 1,082.615 1,093,621
Cost of sales s {803,738) _(846,120)
Gross profit 178,877 247,401
Other revenues ‘ 48,984 " 55,453
Other operating income 15,634 - 13,517
Adminisirative expenses 264.281) 67,868)
Other operating expenses 30,168} 29,614}
Operating profit , : 2 149,046 218,839
Finance costs . ’ o 8 (18.928) (24,07 ..

Share ot profits less losses of
Jointly controiled entities 1,938 (53

Assoclated companies (6,010} (4,552
Profit before taxation 128,045 190,217
Taxation - o ) . 4 (14,410) {23,565)
Profit after taxation M 113,555 186,652
Minority Interests " (834) (376)
Profit attributable to shareholders 112,801 166,276
Dividends 8 (48,330 (74,156)

HK cents  HK cents

Earnings per share 5 9.6. 15.2
Dividend per share

Interim 6 1.5 2.5

Final (proposed) ) . 8 25 4.0

Turnover and result

The group I8 principally engaged.in manulacture, sale and ﬂ!smbullon ofconstruction ma\erlals Theye 79 no other
sipnificant idantitiable separats business.

. 2001 2000
HK$'000 HK$'000

Turnovi
Sales of cons!mcﬂon materlals 1,082,818 1,098,521

Other revenues
Aental Income . 11,883 11,343
* intarest income lrom: .

- Listad Investmants - 570
Unileted investmenta : . 26,418 30,803
Bank deposits . : 0,689 11,118

Doterred receivable 1,018 1,831

o eem _ ssas

1,131,809 1,148,804
Operating profit : 140048 218,609

2001 2000
HK$'000 HK$000
The turnaver and oparating profit of the Group anaiysed by geograghical locations are
as loliows:
Turnover
Hong Kong 721,078 844,868

Matnland China 361,540 248,558

1,082,818 1,083,621
Oparating profit ’

Hong Keng : : 129,926 243,868
Mainland China 9,120 124,766)
. 14,048 218,809

' Opersating profit

Oparating profil is stated sftar crediting and charging the following:

2001 2000
HKS$'000 HKS$'000
Crediting
Profit on disposal of isted Investments : . 8,663 - 1519
Amortisation of negative goodwill 6832 —
. e Srme——
Charging
Dapraclation: .
Owned fixed assets - 74,334 78,405
Leassd fixed assets 287 307
Amortization: .
Quarry site development 1,494 5173
Overburden remavel costs 10,321 10,322 -
Pre-operating axpenses and othsr defsrred expenditure . -— 8,961

Cost of Inventoriea sold 778,444 - 700,758
i

Finance coste

- 2001 2000
s HK$'000 HKS'000

thiarast expensas .
Bank loans and overdrafts 18,788 23,679
Finance jease obligations whally payable within five years 163 . 308

' HK$168,278,000) and the wel

o T e 18,920 -
Texstlen

2001 2000

HKS'000 HK$'000
Company and subsidiaries .
ong Kong profits tax . 11,8689 20,800
Malnlang China profits tax 2,576 L)
Dolerred.taxation . . (108) 1,841
13,73 22,882
,Jeln\ly controlled entitles
Mainland China proiits tax 181 187
Assoclated companies
Hong Kong profits tax . 518 608

14,410 23,565

Hong Kong profits tax has been provided at the rate of 8% {2000: 15%) on the estimated agseasabls profits tor the
year after setting ofl avallable taxation losses brought forward.

" Taxatlon assessable on profita genarated outalda Hong Kong has been pfcrv’déd at the tates of taxation prevailing In

the countries In which thoea profits arose.

Earnlr{qs per share

The caleulation of earnings f)sr shava [s based on profit atifbuteble to sharehoiders of HKK$112,801, 000 (2000:
hted average number of 1,176,638,000 shares (2000: 1,087,402,000 sharas) in lssue

during the year. . .

The diluted earnings per share s not presentad-as the exercise of the share options outstanding as at 3181 Decomber
2001 would not have e dliutive effect on the earnlngs per share.

Dividends
2001 2000
HKS$'000 HK$'000
Intarim scrip dividerid with & cash option-of 1.8 cents (2000: 2.5 cents) per shars 17,810 28,080

Proposed final scrip dividend with & cash option of 2.5 cents (2000: 4 cents) per shere 30,420 46,088
' : 48,330 74,158
—

The dividends have been pertially settled by c.ash as follows;

imerm : 8,787 13,067

Final ' . - 23,270 7 -

8,787 37,237

AIhe b;;ard of directors recom endea a final serip .d!!ldan with a cash option of 2.5 cents (2000: 4 cents) por share.

i
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BUSINESS REVIEW
Ovarview

Turnover and profit before taxation for the year anded 31st Dacember 2001 were HK$1,083 miilion
and HK$128 milllon as compared to HK$1,094 million and HK$180 million respectively. Desplte
weaker market, we are able to maintaln turnover at the' same levet as last year; howaver, profit
before tax decreased by 33%.

Hong Kong Construction Materials Division remains the major contributor to the profit of the Group.
Market conditions were dampened by the event of 11th September. Prollt from Hong Kong
operation declined further despite management efforts to contaln costs and Improve productivity,
In contrast the company Is upbeat on the Malinland’s prospects, in particular, with its Shanghak
operation which recorded signiicant improvement in performance. - ‘

Business In Hong Kong

The shrinking economy and slow down of the property and infrastructural devsiopments during the
year resulted in a further drop In the overali demand of construction materlals in Hong Kang.
Desplte continued management efforts to ensure that all tacels of operations are cost effactive,
solt demand and competitive pricing in the industry put significant pressure on the profit of the
Hong Kong opserations.

The rehabilitation work of KWP Quarry Co. Ltd. at Anderson Road In which the Group has a 63.5%
interest s proceeding on schedule. In January 2002, the company mat its second milestone on
time In_accordance with its contract with the Hong Kong SAR Government entered into in April
1997, To cope with the changing market conditions and malntain the Group's compstitive position
as one of the Isadars in the industry in Hong Kong, the Group has embarked on certain initiatives.
On the operational side, we established a wholly owned new quarry in Huidong with an aim to cater

primarily to the Hong Kong market, It will commence production by the end of 2002. On the.

management side, the project thal the Group Initiated in 2000 for cultural change focusing on
alignment of accountability and authority to meet corporate objectives Is being carried out
successfully. The Group now has an effective organisation structure and cullure to meet the
challenging market conditions ahead of us. ’ .

Buslness in Malnland China !

In general, the overall performance of our Malniand Division reported significant .profit
improvement as compared to last year. :

In Bhanghai, the Group Is pleased to report that profits contribution from the Shanghal region is
betler than expected due to an increase In the overall ready-mixed concrate markst in 2001 of
more than 30%.

in Guangzhou, the performance Is disappointing. This Is due to worsening market candition and

the closure of Huang Pi Quarry and Jia Fang Caoncrete batching plant. Huang Pl's application to the
Guangzhou High Court to revoke the closure notice was heard on 28th December, 2001, The
Group Is stlll awaiting the outcome of tha legal procesding. :

The Group is pleased to report that with the Group's continued efforts [n improving productivity, the
fotal production output of Guangzhou K. Wah Nanfang Cemant Limited in which the Group has
50% equity interesy, increased by 14% over the previous year. This bdnefit from Increased
production capacity I8 offset by intensifying markst competition and considerabls drop In prices.
Despite all these the joint venture company is making a contribution to profit. T

Technology Investments

The Group has been proceeding prudently with its diversifisd investment plan and so far has
invested HK$111 milllon on technology investments. It has also achleved a balanced investment
portfolio in various segments, both (n Hong Kong and in Mainland China.

OQUTLOOK
Business In Hong Kong

Bashed by the 11th September, 2001 event, the market In Hong Kong worsenad ovar the Iast six
months which added more pressure on pricing and availability of new orders. However, the Group
remalns optimistic on the longer term. Qur new Financial Secretary in his maiden budgst speech
on 6th March 2002 highlighted a 21% Incredse In real tarms on capltal expsnditure for 2002/03.
This includes approximately HK$29 billion allocated for major capital works. The SAR Government
was also sald to be considaring to further raduce the production of public housing thus leaving
more freedom for the private sector to develop the market. The Group envisages that all these will
provide a basis for restructuring Hong Kong's economy and renew public confidence as well as
provide good business opportunities for the Gtoup. L

The restructuring of the Hong Kong economy will teke time to materialize. Hence, the Group
envisages that contributions from the Hong Kong operation would, in the meantime, be further
reduced bsfore recovery. The Group’s order book Is currently maintained at a level lower than that
of the corresponding period last year. However, given current market conditions, the Group
considers the situation to be falr and satistactory. To strenggthen the Group's posilion, continuing
management efforts will be endeavored to expiore opportunities availabie in the Pearl River Delta
in terms of new market and product range.

Buslness in Mainland China

The Group's ready-mixed concrete sales volume-in Shanghal has reached a leve! whare the Group
sees the opporiunity to create vertical integration by expanding its production facility to cover
upstream products. Along this, the Group has established K. Wah Quarry (Huzhou) Company
Limited, a wholly owned subsidiary of the Qroup. The subsidiary wlit establish a quarry In Huzhou
aiming o serve primarily the Shanghal market. it Is scheduled for full production by the end of
2002. In addition, the Group has establishad Shanghal K. Wah Concrete Pites Company Limited, a
co-operative Joint venture of which tha Group has 100% equity interest. The Joint venlure company
will establish a plant for production of plles alsc alming to serve primarily the Shanghal market. it is
envisaged thal with continuing Improvement of market conditions coupled with .the Group’s
additional Investments to expand taclilles and product range, Shanghai precast concrste and
other construction materials business-will further Increase its contribution to the Group. .

The Group is also pleased ta report that agreement has been reached with the Mainland partner for
the Group 1o continue its management of Guangzhou K. Wah Nanfang Cemant Limited for another
tarm of four years following the expiry of the existing term in November 2002. .

Inthe long run, through leveraging the Group's strong financial strength and its Invaluable years of

management experience in Mainiand, the Group s confident of grasping the opportunities arising

fram China's entry \o WTO and the commencement warks for Beljing's 2008 QOlymplcs.. It is aiso

(ae Gro\ép's strategy to expand its product rangs and business presence to other major clties in the
ainland. ‘

Technclagy Investments ~

The Group will prudsently explore technology investments within the current strategic mandats that
wlll bring satisfactory return (n the medium to long term. We will also continue to explsre our
relationship with existing partners o create synergy that will bring to the Group more investment
oopartunities froam the Mainland and froam overengs R

NOTICES

. Charges on Group Assets

August 2001, Mr, Joseph Lal

- Wabhsita

In salecting investment projacts, the Group places emphasis on managament skil, technical
expertisg, Innovation "and technolcglcal advancement. We are confldent that our prudent
Investment approach can capitalize the market potential avaiiable from this new economic frontier.

FINANCIAL REVIEW
Financlal Posltion and Gearlng Ratio

Tha financial position of the Group has continuously Improved during the year, At 31st December
2001, the shareholders funds Increased by 6% to HK$1,358 milllon from HK$1,277 million as al
31st December 2000 and the Group's gross asssts employed decreased by 0.5% to HK$1,505
millien from HK$1,512 mililon as at 318t December 2000: . R

The gearing ratlo, defined as the ratio of total loans outstanding less cash balances to total assets,
was practically at a debt free level at 31st December 2001 as comparsd to 3% at 315! Decembar
2000. :

Liquldity and Financlal Resources

The Group continues to maintain a strong cash position. As at 315t December 2001 total cash and
bank balances were HK$289 million as compared to HK$234 miilion as at 318t December 2000.
Outstanding bank loans.as at year-end decreased to HK$285 milllon from HK$288 million ag at
31st December 2000. All outstanding bank loans were on a floating rale basis and are repayable In
2002. The Group's gearing ratlo and liquldity remains strong and the Group has sufficlent funds to
meet its commitment and working capital requirements. .

Treasury Pollcy

The Group continuses to adopt a conservalive treasury polioy with all bank depasits In efthar Hong
Kong Dollars, United States Dollars or in the local currencles ¢f the operating subsidiaries, keeping
a minimum exposure to foreign exchange risks. All of the Group's borrowings are In either Hong
Kong Dellars or Renminbl. Forward forelgn exchange contracts are utilized when sultable
opportunities arise and whan considered appropriate, to hedge against foreign exchange
exposurg. The Group has not éngaged in the use of other derivative products, which are
considered not necessary for the Group's treasury managemaent activities.

L)

Land and buildings, plant and machinery with net book values of HK$242,543,000’(2000:‘
HK$247,981,000) and HK$111,398,000 (2000; HK$124,998.000) respecilvely were pledged lo
varlous banking institutions to secure banking facifities. o

Contingent Llabilitles

The Company has executed guarantees In favour of banks In respect of facilities granted to
subsidiaries amounting to HK$295,893,000 (2000: HK$188,100,000). At 31st December 2001, the
facilities utllised amounted to HK$205,283,000 (2000: HK$119,500,000).

The Company has executed an Indemnity to its ultimate holding company for guarantess in respect
of the banking faclities granted to a subsidiary amounting to HK$76,200,000 (2000:
HK$63,500,000). At 31st December 2001, facllities utilised amounted lo HK$76,200,000 (2000:
HK$63,500,000). -

EMPLOYEES

The Group, excluding assoclated companiss and jointly controlied entities, employs over 1,200
employees in Hong Kong and the Mainland. Employee costs, sxcluding Director's emolurnents,
amounted to HK$145,157,000.

The Group racruits and promotes-individuals based on thelr competencies, merit and development
potentials and ensures remunaration packages are compstitive. In 2001, with the support of an
external consuitant, the Group has designed and implemented a new perforrmance management
system for its executives. Specific objectives are agreed at the baginning of the year with regular
achlevement reviews.

SHARE CAPITAL

The Compeany has not redearﬁed any of its shares during the year ended 31st December 2001.
Nelther the Company nor any of its subsidiary companies have purchased or sold any of the
Company's sharas during the ysar ended 315t December 2001.

CHANGES IN THE BOARD

Mr. Edwin Yu Kwok Kam resignad as an exscutive director of the Company with effact from 1s1
ing resigned as an executive directar of the Company with effact
from 151 Septsmber 2001 and resigned as a non-executive director with effect from 17th November
2001, The Board would like ta express sincere appreciations toward them for their valuable
contributions to the Group. : ’

The Board welcomes the appointment of Mr, Albert To Tak Pui as an executive director of the
Company with effect from 19th December 2001 bringing substantial valuable experience to the
Group. .

CLOSE OF REGISTER

The register ol members will ba closed from 24th May 2002 to 30th May 2002, both days inclusive,
during which period no transfer of shares will be effected. In order to qualify for the proposed final
dividend, sharsholders must ensure that all transfars. together with the relevant share certificates
ara lodged withthe Company's Registrars in Hong Kong, Central Reglstration Hong Kong Limited,
at Shops 1712-17186, 17th Floor, Hopewalt Centre, 183 Queen's Road East, Wanchal, Hong Kong
for registration no later than 4:00 p.m. on 23rd May 2002.

CODE OF BEST PRACTICE

For the ysar anded 31st December 2001, the Company has complied with the Code of Best
Practice issuad by The Stock Exchange of Hong Kong Limited save and excep! that, prior to the
2000 Annual General Meeting of the Company (‘2000 AGM'), non-executive directors ‘wers
appolinted subject to retirement by rotation and re-election at the annual general meating of the
Company In accordance with the Company’s Articles of Assoclation. Commencing from the 2000
AGN{) non-executive dirsctors are being appointed for a term of three years, who may under
special clrcumstances be re-appointed for another 3-year term.

PUBLICATION OF FURTHER INFORMATION

All information reguired by paragfaphs 45(1) to 45(3) of Appendix 16 to the Listing Rules will be
published on the Company's and the Stock Exchange’s websites In due coturse.

By Order of the Board
Steven Tong Kul Nam
Company Secrstary

Hang Kong, 11th April 2002

Registered Office:

29th Floor, K. Wah Centre
181 Java Road

North Polnt

Hong Kong .
www ke com
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'1Illarket .

NOTICES

K. WAH CONSTRUCTION MATERIALS LIMITED
. : (incorparated in Hang Kong with imited ligbitity)

ANNOUNCEMENT

The Board of Directors of K. Wah Construction Materials
Limited. (the “Company”) has pleasure in announcing the-
appointment of Mr. Albert To Tak Pui as an executive director
of the Company with effect from 18th December 2001.

Mr. Tg joined the Group in 2001. He is a seasoned financial
professional with substantial experience in -multinational
operations. He has held top level management positions in
international companies and is well exposed to corporate -
finance, investment planning and strategic development.

By Order of the Board
Steven Tong.
Company Secretary

Hong Kong, 19th December 2001
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Markets

NOTICES

K. WAH CONSTRUCTION MATERIALS LIMITED

(incorporated in Hong Kong with limited liability)

ANNOUNCEMENT

The Board of Directors of K. Wah Construction Materials Limited
{the “Company") announces that Mr. Joseph Lai Ming has
resigned as a non-executive director of the Company with effect
from 17th November 2001.

The Company would like fo express sincere appreciation towards
Mr. Lai for his valuable contributions to the Company in the past
years.

By Order of the Board
Steven Tong
Company Secretary

Hong Kong, 19th November 2001
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Hong Kong iMail 'b '
. Monday, October 22, 2001 B . : st

The Stock Exchange of Hong Kong L/mlied takes no respons:blllty for the contents of thls
. .announcement, makes no representation as to its accuracy or completeness and expressly
‘disclaims any liability whatsoever for any loss howsoever arising from or in rehance upon.
the whole or any part of the contents of thrs announcement

' ?
K WAH CONSTRUCTION MATERIALS LIMITED

(lncorporated in Hong Kong with-limited. l/abfl/ty)

|NTERIM SCRIP DIVIDEND WlTH CASH OPT!ON
FOR THE SIX MONTHS ENDED 30TH. JUNE 2001

: The discounted market value of a share of the Company: for the purpose of;.
“calculating the number of new shares.to be allotted. to. the shareholders. of the -
Company as the interim scrip leldend for the -six months ended SOth June.
2001 is. HK$0.40089. . -

.. Further to the circular to sharehoiders of K. Wah. Constructlon Matenals
Limited. (the “Company”) dated 12th October 2001 describing: arrangements for

~ the payment of the interim scrip dividend of HK$0.015 per ordinary share of

- HK$0.10 each of the Company (“Share”),.the Company anndunces that for the -.
purpose of calculating the numhber 6f Shares to be allotted- by way of scripr
dividend, the dlscoumed market value’ of a Share is HK$0 4009

closing prices of one Share on The Stock Exchange of Hong-Kong Limited for the
5 trading days from 15th October 2001 to 19th October 2007, both days inclusive, -
which was HK$0.422, less flve per cent- dlscount roundlng down such flgure to
four decxmal places. .

Accordmgly, under the ScCrip dwrdend arrangements shareholders wnll

K shareholdmgs in respect of whrch they have not made cash electlons

« ‘HKS0. 015 '
HK$0. 4009
The riew. Shares to be issued pursuant to- the- scrip dividend arrangements
will rank pari passu'in.all respects with the eéxisting issued Shares, except for-the

interim dividend for the six months ended 30th June 2001, and wili rank in full for
all future dividends and- distributions which may be declared made or pald

Number of Shares held

Fractional entmements to Shares wnll be. dlsregarded and the benem
thereof will accrue .to the Company . .

.- Itis expected that share certificates. in respect’ of the Shares to be allotted

E , shareholders at their own- risk on 23rd November 2001.

Shareholders who wish to receive all’ or part of_their mtenm dwrdend in -
cash in lieu of new Shares are reminded to complete the Form of Eiection and.
lodge it with the- Company’s Registrars, Central Registration Hong Kong Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not iater than 4:00 p.m. on 9th November 2001. Dealings in the new Shares.

" to be allotted as the. |nterrm scrip dlvudend will commence on, 26th November
2001 .

- . | ' ' : Steven. Tong Kui- Nam
, : Company Secretary
Hong Kong, 19th October 2001- i '

" The discounted market value is HK$0 4009, being the average of the

receive. the following number of Shares as scfip.dividend-on that part- of therr/ .

‘as serip dividend and dividend warrants-of HK$0.015 per. Share will’ be posted to 1

By’Order of the Board -
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the actions to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you
should at once hand this circular and the accompanying Form of Election (if any) to the
purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was
effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly
disctaims any liability whatscever for any loss howsoever arising from or in reliance upon the
whote or any part of the contents of this document.

K. WAH CONSTRUCTION MATERIALS LIMITED
ZEEBMBRLALF

{Incorporated in Hong Kong with limited liabifity)

Executive Directors: Registered Office:
Dr. Lui Che Woo, MBE, JP, LLD (Chairman) 29th Floor, K. Wah Centre
Francis Lui Yiu Tung (Deputy Chairman and Managing Director) 191 Java Road '
Paddy Tang Lui Wai Yu ‘ North Point

Hong Kong

Non-executive Directors:

Dr. Chan Nai Keong, CBE, JP o
Dr. Charles Cheung Wai Bun, JpP* o
Moses Cheng Mo Chi, OBE, JP*
Yip Hing Chung, MBE, JP*
Joseph Lai Ming

* Independent Non-executive Directors -
12th October 2001

To the Shareholders

Dear Sir or Madam,

Interim Scrip Dividend with Cash Option
for the Six Months Ended 30th June 2001

Introduction

It was resolved by the directors of the Company on 18th September 2001 that an interim
dividend for the six months ended 30th June 2001 of HK$0.015 per issued share of the
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Company of HK$0.10 each (a “Share”) be paid to shareholders whose names appear on the
register of members on 12th October 2001, It was also resolved that such dividend should be
satisfied by way of scrip dividend by an allotment of new Shares credited as fully paid in
accordance with the Memorandum and Articles of Association of the Company and that
shareholders may elect to receive cash wholly or partly in lieu of the scrip dividend.

Particulars of the Interim Dividend
Shareholders have the following choices in respect of the interim dividend:

(i) an allotment of new Shares (“New Shares”) credited as fully paid and having an
aggregate discounted market value (as defined below) equal to the total amount of
interim dividend which Shareholders could elect to receive in cash in respect of
HK$0.015 per Share, subject to any fractional entittement being disregarded as
mentioned below; or

(i) interim dividend of HK$0.015 per Share in cash; or
(i) pahly New Shares and partly cash.

For the purpose of calculating the number of New Shares to be allotted, the discounted
market value (“Discounted Market Value”) of a New Share means the average of the closing
prices of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days from
15th October 2001 to 19th October 2001 (both days inclusive), less 5% discount, rounding
down such figure to four decimal places. it will not be possible to determine until the close of
business on 19th October 2001 the exact number of New Shares to which a shareholder,
electing to receive New Shares, will be entitled. A press announcement of the Discounted
Market Value for the purpose of calculating the number of New Shares to be allotted by way
of scrip dividend will be made on 22nd October 2001. The last day on which shareholders
will be entitled to make their choice of the above alternatives is 9th November 2001.

Accordingly, the number of New Shares which shareholders will receive, in respect of the
existing Shares registered in their names as at 12th October 2001 and for which elections to
receive the interim dividend in cash are not lodged with the Company’s share registrars on or
before 9th November 2001, will be calculated as follows:

Number of New Shares Number of existing Shares held HK$0.015
to be received = on 12th October 2001 for which X Discounted
cash election is not made Market Value

The New Shares to be issued pursuant to the scrip dividend arrangements will rank pari
passu in all respects with the existing issued Shares, except for the interim dividend for the six
30th June 2001, and will rank in full for all future dividends and distributions which may be
declared, made or paid. No shareholder will be entitled to be issued any fraction of a Share
under the scrip dividend arrangements. Fractional entitlements to Shares will be disregarded
and the benefit thereof will accrue to the Company.
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Advantage of the Scrip Dividend

The scrip dividend will enable shareholders to increase their holdings of Shares without
incurring dealing costs or stamp duty. The scrip dividend will also be to the advantage of the
Company because, to the extent that shareholders elect to receive New Shares, in whole or
in part, such cash as would otherwise have been paid to shareholders will be retained for use
as working capital by the Company.

Effect of the Scrip Dividend

If elections to receive the interim dividend in cash were received in respect of all the
existing Shares registered as at 12th October 2001, the total cash dividend payable by the
Company would be approximately HK$17,276,000.00.

Shareholders of the Company shouid note that the scrip dividend may give rise to
notification requirements under the Securities (Disclosure of Interests) Ordinance for those
shareholders who may have notifiable interests in the Company. Shareholders of the Company
who are in any doubt as to how these provisions may affect them are recommended to seek
their own professional advice.

Form of Election

Enclosed is a Form of Election. No action is required if you wish the interim dividend
for the six months ended 30th June 2001 which you are entitled to receive to be wholly
satisfied by an allotment of new Shares on the abovementioned basis. Otherwise, if you
wish to receive such dividend wholly in cash'in lieu of New Shares, or partly in cash with
the balance satisfied by an allotment of new Shares, you must complete the enclosed
Form of Election in accordance with the instructions printed thereon and lodge it with
the Company’s Registrars, Central Registration Hong Kong Limited, at Shops 1712-17186,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong'Kohg not later than 4:00 p.m.
on 9th November 2001. If you have signed the Form of Election but do not specify the number
of Shares in respect of which you wish to receive the dividend in cash or, if you elect to receive
the dividend in cash in respect of a greater number of Shares than your registered holding,
then in either case you will be deemed to have exercised your election to receive the dividend
in cash in lieu of New Shares in respect of all the Shares registered in your name(s). No
acknowledgement of receipt of Form of Election will be issued. The Form of Election also
enables you to elect to receive all future dividends wholly in cash in lieu of New Shares until
notice in writing to cancel such election is received by the Registrars of the Company.
Permanent elections cannot be made in respect of part of your registered holding.

The Form of Election has not been sent to shareholders who have previously made a
permanent election to receive all future dividends wholly in cash. These shareholders will
~ receive cash in lieu of scrip dividend for all the Shares for the time being registered in their
names, without having to complete any further Form of Election. Any shareholder wishing to
change these existing permanent elections should contact the Company’s registrars in Hong
Kong, Central Registration Hong Kong Limited, before 4:00 p.m. on 9th November 2001.
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Shareholders Resident outside Hong Kong

All shareholders resident outside Hong Kong should consult their bankers or other
professional advisers as to whether any governmental or other consents are required or other
formalities need to be observed to enable them to receive Shares in satisfaction of the interim
dividend for the six months ended 30th June 2001. No person receiving in any territory outside
Hong Kong a copy of this letter and/or a Form of Election may treat the same as an invitation
to him unless in the relevant territory such invitation could lawfully be made to him without
having to comply with any unfulfilled registration or other legal requirements.

The Shares have not been registered under the applicable securities legislation of any
jurisdictions other than Hong Kong. Your Board will exercise the discretion granted to it under
the articles of association of the Company not to allot New Shares as dividend to the
shareholders with registered addresses in territories outside Hong Kong where, in the opinion
of the Directors, it would or might, be uniawful or impracticable to allot New Shares in such
places in satisfaction of the interim dividend for the six months ended 30th June 2001. These
shareholders will receive such dividend and all future d|V|dends wholly in cash. No Forms of
Election will be sent to such shareholders.

Listing and Dealings

Shares issued by the Company have been admitted as eligible securities for deposit and
settlement in the Central Clearing and Settlement System established and operated by Hong
Kong Securities Clearing Company Limited. Dealings in the Company’s Shares may be settled
through the Central Clearing and Settiement System. Investors should seek the advice of their
stockbroker or other professional adviser for details of these settlement arrangements and
how such arrangements will affect their rights and interests.

The Shares are listed and dealt in on The Stock Exchange of Hong Kong Limited. On no
other stock exchanges are any part of the Shares of the Company listed or dealt in or on which
listing or permission to deal is being or is proposed to be sought. Application has been made
to The Stock Exchange of Hong Kong Limited for the listing of and permission to deal in the
New Shares to be issued pursuant to the scrip dividend arrangements. It is expected that share
certificates in respect of such Shares and dividend warrants will be posted at the risk of those
entitled thereto on 23rd November 2001 and dealings in such Shares will commence on 26th
November 2001. In the unlikely event that the New Shares are not admitted to listing by The
Stock Exchange of Hong Kong Limited before 23rd November 2001, the Forms of Election will
be disregarded and the full cash dividend wilt be paid to the entitled shareholders according
to their registered shareholdings.

Recommendation and Advice

It is the shareholders’ responsibility to decide in this regard whether or not to exercise
their rights to receive cash in lieu of the scrip dividend. Whether or not it is to the shareholders’
advantages to receive cash or New Shares, in whole or in part, depends upon their own
individual circumstances. The effect on the tax position of any shareholder will depend on that
shareholder’s particular circumstances. If you are in any doubt as to what to do, you should
consult your professional advisers. Shareholders who are trustees are recommended to take
professional advice as to whether the choice to receive cash or New Shares is within their
powers and as to its effect having regard to the terms of the relevant trust instrument.

Yours faithfully,
Lui Che Woo
Chairman
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m. Results and Interim Dividend |

INTERIM RESULTS

The Directors of K. Wah Construction Materials Limited (the “Company”) are pleased to
announce the unaudited consolidated results of the Company and its subsidiaries {collectively
referred to as the “Group”) for the six months ended 30th June 2001 as follows:

The Group’s turnover for the six months ended 30th June 2001 was HK$541,670,000,
representing an increase of HK$27,362,000 over the corresponding period last year.

The Group’s unaudited profit attributable to shareholders for the six months ended 30th June
2001 amounted to HK$65,343,000, representing a decrease of HK$32,723,000 over the
corresponding period last year due to slowdown of the Hong Kong construction materials
industry.

INTERIM DIVIDEND

The Board of Directors has resolved to pay an interim dividend of 1.5 cents per ordinary share
(2000: 2.5 cents scrip dividend with cash option), totalling HK$17,276,000 for the six months
ended 30th June 2001 (2000: HK$28,090,000) to shareholders whose names appear on the
register of members of the Company at the close of business on 12th October 2001. The
Board has also resolved that such dividend should take the form of a scrip dividend with
shareholders being given the option of receiving cash in place of part or all of the scrip
dividend. A circular containing details of the scrip dividend will be sent to shareholders of the
Company in due course.



Profit and Loss Statement |
For The Six Months Ended 30th June 2001

2001 2000
] Note HK$'000 HK$000
Turnover 2 541,670 514,308
Cost of sales (447,299) (379,115) :
Gross profit 94,371 135,193
; Other revenues 26,266 26,810
. Other operating income 11,337 2,791
Administrative expenses (32,597) (32,280)
1 ' Other operating expenses (14,330) (6,345)
; Operating profit 3 85,047 126,169
Finance costs ’ (8,961) (12,840)
] Share of profits less losses of 5
‘ Jointly controlled entities 313 (431) >
1 Associated companies 26 (1,571) £
: Profit before taxation 76,425 111,327

Taxation 4 (8,999) (13,267)
Profit after taxation 67,426 98,060
! Minority interests (2,083) 6
Profit attributable to shareholders 65,343 98,066
HK cents HK cents ]
Earnings per share 5 5.7¢ 9.1¢
=
k D
; =
g 3
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Fixed assets

Jointly controlled entities
Associated companies
Other non-current assets

Current assets
Inventories
Trade debtors, other receivables and
prepayments
Taxation recoverable
Other investments
Cash and bank baiances

Current liabilities
Creditors and accruals
Current portion of long-term liabilities
Short-term bank loans, unsecured
Taxation payable
Dividend payable

Net current assets

Financed by:

Share capital
Reserves

Shareholders’ funds
Minority interests
Long-term liabilities
Deferred taxation

30th June

31st December

2001 2000
Note HK$°000 HK$'000
685,281 711,286

177,060 176,786

78,390 80,870

131,467 98,784

1,072,198 1,067,726

68,874 55,572

7 346,492 381,438
1,585 2,381

280,000 280,000

307,981 234,334

1,004,932 953,725

8 268,095 296,816
11 131,972 128,299
141,300 75,360

11,084 8,716

46,066 —

598,517 509,191

406,415 444,534

1,478,613 1,512,260

9 115,176 115,166
10 1,181,115 1,161,642
1,206,291 1,276,808

135,726 128,543

11 26,250 86,563
20,346 20,346

1,478,613 1,512,260
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i Cash Flow Statement |

For The Six Months Ended 30th June 2001

2001
HK$'000

2000
HK$'000

128,981

(6,695)
(5,718)

Net cash inflow from operating activities 105,846
Net cash inflow/(outflow) from retums on investments

and servicing of finance _ 10,117
Net taxation paid (5,812)
Net cash outflow from investing activities (50,936)
Net cash inflow before financing 59,215
Net cash inflow/(outflow) from financing 14,438
Increase in cash and cash equivalents 73,653
Cash and bank balances at beginning of period 234,334
Change in exchange rate (6)

67,631
179,179

Cash and bank balances at end of period 307,981

246,810
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Statement of Recognised Gains and Losses |

For The Six Months Ended 30th June 2001

Note

Exchange differences arising on translation of
subsidiaries, associated companies and jointly
controlled entities 10

Net gain not recognised in the profit and loss
statement
Profit for the period 10

Total recognised gains

2001
HK$'000

153

2000
HK$'000

665

153
65,343

665
98,066

65,496

98,731




to the Financial Statements |

ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention, as
modified by the revaluation of certain properties and investments, and in conformity
with generally accepted accounting principles in Hong Kong.

In 2001, the Group adopted the following revised or new Statements of Standard
Accounting Practice (“SSAPs") issued by the Hong Kong Society of Accountants.

SSAP 9 (revised):  Events after the balance sheet date
SSAP 14 (revised). Leases

SSAP 26: Segment reporting

SSAP 28: Provisions, contingent liabilities and contingent assets
SSAP 29: Intangible assets

SSAP 30: Business combinations

SSAP 31: Impairment of assets

SSAP 32: Consolidated financial statements and accounting for

investments in subsidiaries

The adoption of these SSAPs has no change in the accounting policies of the Group
except for the following:

(a)

In accordance with the revised SSAP 9, dividends proposed after the balance
sheet date are no longer recognised as liability at the balance sheet date. This
change in accounting policy has been applied retrospectively and as a result,
reserves of the Group as at 1st January 2001 have been increased by
HK$46,066,000.

Goodwill arising on acquisition of subsidiaries, jointly controlled entities and
associated companies occurring on or after 1st January 2001 is included in the
balance sheet as a separate asset and amortised using the straight fine method
over its estimated useful life of not more than twenty years. Goodwill on
acquisitions, which occurred prior to 1st January 2001 was taken directly to
reserves. This change in accounting policy has no effect to the accounts for the
period.

Apart from the foregoing, the accounting policies adopted are consistent with those
described in the 2000 Annual Report and Accounts.

»
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2.

TURNOVER AND RESULTS

The Group is principally engaged in manufacture, sale and distribution of construction

materials.
Turnover Operating Profit
2001 2000 2001 2000
HK$°000 HK$'000 HK$°000 HK$000
Sales of construction materials
Hong Kong 395,376 404,267 82,827 126,183
Mainland China 146,294 110,041 2,220 (14)
541,670 514,308 85,047 126,169
OPERATING PROFIT
Operating profit is stated after crediting and charging the following:
2001 2000
HK$°000 HK$ 000
Crediting
Realised profit on disposal of other investments 6,583 -
Unrealised profit of other investments - 1,271
Profit on disposal of fixed assets 144 282
Charging
Depreciation:
Owned fixed assets 39,595 38,558
Leased fixed assets 144 154
Operating lease rental for land and buildings 9,144 8,091
Royalty 3,177 2,949
Amortisation of deferred expenditure
Quarry site development 887 2,062
Overburden removal costs 5,110 4,126
Pre-operating expenses and other deferred expenditure - 4,737
Cost of inventories sold 373,221 309,250




to the Financial Statements |

TAXATION
2001 2000
HK$'000 HK$'000
Company and subsidiaries
Hong Kong profits tax 8,539 12,595
Mainland China profits tax 437 —
Jointly controlled entities
Mainland China profits tax — 33
Associated companies
Hong Kong profits tax 23 639
8,999 13,267

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the
estimated assessable profits for the period.

Taxation assessable on profits generated outside Hong Kong has been provided at the
rates of taxation prevailing in the countries in which those profits arose.

EARNINGS PER SHARE

The calculation of earnings per share is based on profit attributable to shareholders of
HK$65,343,000 (2000: HK$98,066,000) and the weighted average number of
1,151,690,000 shares (2000: 1,082,215,000 shares) in issue during the period.

The diluted earnings per share is not presented as the share options outstanding as at
30th June 2001 have no dilutive potential shares.

[09]
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lés. to the Financial Statements |

DIVIDENDS

2001 2000
HK$'000 HK$'000

2000 Final scrip dividend with a cash option, payable,

of 4 cents per share 46,066
1999 Final scrip dividend with a cash option, paid,

of 4 cents per share

Scrip 21,155
Cash 22,134
46,066 43,289

The Board of Directors declares an interim scrip dividend of 1.5 cents per share (2000:
2.5 cents) with a cash option, totaling HK$17,276,000 for the six months ended 30th
June 2001 (2000: HK$28,090,000) to shareholders whose names appear on the
registers of members of the Company at the close of business on 12th October 2001.
This amount will be accounted for as an appropriation of revenue reserves in the year
ending 31st December 2001.

TRADE DEBTORS, OTHER RECEIVABLES AND PREPAYMENTS

30th June 31st December

2001 2000

HK$'000 HK$000

Trade debtors 245,867 269,560
Other receivables 35,161 52,730
Prepayments 65,464 59,148
346,492 381,438

The Group has established credit policies, which follow local industry standard. The
Group normally allows an approved credit period ranging from 30 to 60 days for
customers in Hong Kong and 120 to 180 days for customers in Mainland China. These
are subject to periodic review by management.



to the Financial Statementsj

The aging analysis of the Group's trade debtars based on the dates of the invoices and
net of provision for bad and doubtful debts is as follows:

30th June 31st December

2001 2000

HK$’000 HK$'000

Within one month 72,748 114,375
Two to three months 109,336 97,913
Four to six months 26,636 23,468
Qver six months 37,147 33,804
245,867 269,560

CREDITORS AND ACCRUALS

30th June 31st December

2001 2000

HK$°000 HK$'000

Trade creditors 87,224 96,736
Other creditors 40,981 56,878
Accrued operating expenses 130,690 134,210
Deposit received 9,200 8,992
268,095 296,816

—_
o
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to the Financial Statements |

The aging analysis of the Group's trade creditors based on the dates of the invoice is

as follows:
30th June  31st December
2001 2000
HK$°000 HK$'000
Within one month 29,615 43,703
Two to three months 27,938 28,979
Four to six months 13,741 14,800
Over six months 15,930 9,254
87,224 96,736

9. SHARE CAPITAL

Ordinary Shares of HK$0.10 each

No. of shares HK$'000
Authorised:
At tst January 2001 2,888,000,000 288,800
Increase in authorised ordinary share capital 1,000,000,000 100,000
At 30th June 2001 3,888,000,000 388,800
Issued and fully paid:
At 1st January 2001 1,151,656,667 115,166
Exercise of share options 100,000 10
At 30th June 2001 1,151,756,667 115,176

1

]

By an ordinary resolution passed on 31st May 2001, the authorised share capital of the
company was increased from HK$288,800,000 to HK$388,800,000 by the creation of
1,000,000,000 shares of HK$0.10 each.

Q3LINN SIVIYILYIN NOILONYLSNOD HYM "™
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The Company operates a share option scheme under which options to subscribe for
ordinary shares in the Company are granted to selected executives. During the period,
no new options were granted (2000: nil) and options for 100,000 shares (2000: 60,000
shares) were exercised. At 30th June 2001, outstanding options granted under the
scheme are as follows:

Option price Number
Exercise period per share of shares

HK$
20th May 1999 to 19th May 2008 0.5333 13,162,000
30th December 2000 to 29th December 2009 0.5216 26,232,000
39,394,000

10. RESERVES

HK$°000
At 1st January 2001 as previously reported 1,115,576
Effect of adopting SSAP 9 {Revised) 46,066
At 1st January 2001 as restated 1,161,642
Change in exchange rate 153
Premium on shares issued 43
Profit for the period 65,343
2000 Final dividend (46,066)

At 30th June 2001 1,181,115

—

2
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12.

to the Financial Statements |

LONG-TERM LIABILITIES

30th June  31st December
2001 2000
HK$’000 HK$000
Bank loans
— Secured 108,083 154,000
— Unsecured 48,750 58,750
Obligations under finance teases wholly repayable
within five years 1,389 2,112
158,222 214,862
Current portion included in current liabilities (131,972) (128,299)
26,250 86,563
COMMITMENTS
30th June  31st December
2001 2000
HK$'000 HK$'000
Contracted but not provided for 2,579 4,038

In addition, the Group has undertaken to invest HK$92,498,000 (2000: HK$99,929,000)
in certain invested companies under associated companies, which are engaged in

technology projects.




Independent Review Reportl

To the Board of Directors of K. Wah Construction Materials Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by the Company to review the financial information set out on pages
2 to 13.

Directors’ responsibilities

The Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited
require the preparation of the interim financial information to be in compliance with the
Statement of Standard Accounting Practice 25 “Interim financial reporting” issued by the Hong
Kong Society of Accountants and the relevant provisions thereof. The interim financial
information is the responsibility of, and has been approved by, the Directors.

Review work performed

We conducted our review in accordance with the Statement of Auditing Standard 700
“Engagements to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries of the management and
applying analytical procedures to the interim financial information and based thereon,
assessing whether the accounting policies and presentation have been consistently applied
unless otherwise disclosed. A review excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially less in scope than an audit
and therefore provides a lower level of assurance than an audit. Accordingly we do not
express an audit opinion on the interim financial information.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any

material modifications that should be made to the interim financial information for the six
months ended 30th June 2001.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18th September 2001

—
o
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Review |

REVIEW OF OPERATIONS

Turnover and profit before taxation for the half year ended 30th June 2001 were HK$542
million and HK$76 million as compared to HK$514 million and HK$111 million respectively for
the corresponding period last year, representing an increase in turnover of 5% and a decrease
in profit before tax of 32%.

Profit contribution from Hong Kong Construction Materials Division declined by 34%. This was
due to the fact that both prices and demand for construction materials have dropped
significantly amid the continual slowdown in the local public and private property and
infrastructure developmems.

The overall performance of the Mainland China Construction Materials Division was steady as
compared to the corresponding period last year. The performance of Guangzhou operation
was adversely affected by the intensifying market competition from neighbouring cities and the
shut down of the ready mixed concrete batching plant of Guangzhou Jia Fang Concrete Co.
Ltd. However, the loss in Guangzhou was offset by continuously improving performance of the
Shanghai region.

(1)  Business in Hong Kong

The profit of the Hong Kong Construction Materials Division has been eroded
significantly due to the continual slowdown in the local public and private property
and infrastructure developments, affecting prices. To maintain competitiveness, efforts
have been made in resources rationalization and on cost control. In the short term, the
Group envisages that the contributions from the Hong Kong operation would
continuously be under severe pressure until such time when more new property and
infrastructure development projects commence. Nevertheless, the Group remains
cautiously optimistic on the prospect of the Hong Kong construction materials
industry in the long term. Along this view the Group has incorporated a subsidiary K.
Wah Materials (Hui Dong) Limited in July 2001. This cooperative joint venture, of which
the Group has 100% equity interest, will establish a quarry in Huidong aiming to serve
primarily to the Hong Kong market. It is scheduled for full production by the end of
2002.

The Group notes that the current order book is at a level lower than that of the
corresponding period last year. However given the current market condition, the Group
considers the situation satisfactory.




(3)

Business in Mainland

The overall performance of the Mainland China Construction Materials Division was
steady and recorded better results as compared to the corresponding period last year.

In Guangzhou, the overall performance was unsatisfactory due to intensifying market
competition and the required shut down of Jia Fang concrete batching plant. The Group
is " still awaiting the outcome of the legal proceedings to revoke the closure notice
served on Huangpi Quarry and is actively evaluating alternatives available for
Guangzhou Jia Fang Concrete Co. Ltd., a subsidiary in which the Group has 57%
equity interest.

In Shanghai, the performance of our operations is satisfactory. The 30% increase in the
overall ready-mixed concrete market during the first half of 2001 resulted in better than
expected profit contribution to the Group. It is envisaged that with gradual easing of the
liquidity in the market and the upturn in the demand for ready-mixed concrete,
contribution from Shanghai operations will continue to increase. To benefit from the
potential of the ready mixed concrete market, the Group has acquired from its Chinese
joint venture partner an additional 40% equity interest in Shanghai Beicai Concrete Co.
Ltd. in July 2001. On completion of this acquisition, the Group owns 100% equity
interest in and has full management control of that company.

Technology Investments
The Group has been cautiously proceeding with its diversification plan and so far has

invested HK$99 million on technology investments. It has also achieved a balanced
investment portfolio in various segments, both in Hong Kong and in Mainland China.

"y
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OUTLOOK

In the near term the current unfavourable view on the Hong Kong construction materials

industry is likely to persist until such time when property and infrastructure developments
prosper with full vigour.

Faced with continuous drop in demand and the current market downturn, the Group is
consolidating its Hong Kong operation through resources rationalization so as to gear
ourselves up to stay competitive and to remain as one of the leaders in the industry.

[n mainland China, with the forthcoming entry into WTO and Beijing's successful bid for the
2008 Olympic Games, the Group expects further contributions from speeding up its pace of
expansion in the Mainland. With the Group's strong cash flow and practically zero gearing ratio
and our invaluable years of experience in Mainland China, the Group is confident in grasping
good and profitable opportunities.




Review |

LIQUIDITY AND FINANCIAL RESOURCES

The financial position of the Group has improved continuously during the period. At 30th June
2001, the shareholders’ funds increased by 1% from HK$1,277 million at 31st December 2000
to HK$1,296 million. The Group’s net assets employed decreased by 2% from HK$1 512
million at 31st December 2000 to HK$1,479 million.

The Group's liquidity position remains strong and the Group possesses sufficient cash and
available banking facilities to meet its commitments, working capital requirements and future
assets acquisitions.

GEARING RATIO

The gearing ratio, defined as the ratio of total loans outstanding less cash balances to total
assets, was practically at a debt free level at 30th June 2001 as compared to 3% at 31st
December 2000.

TREASURY POLICY

The Group continues to adopt a conservative treasury policy by maintaining all bank deposits
in either Hong Kong Dollars, United States Dollars, or in the local currency of the operating
subsidiaries, thus keeping a minimum exposure to foreign exchange risks. A similar policy is
adopted for short-term investments.

CHARGES ON GROUP ASSETS

Land and buildings, plant and machinery with net book values of HK$245,312,000 (31st
December 2000: HK$247,981,000) and HK$118,198,000 (31st December 2000:
HK$124,998,000) respectively were pledged to various banking institutions to secure
banking facilities.

CONTINGENT LIABILITIES

The Company has executed several guarantees in favour of various banking institutions in
respect of facilities granted to the various subsidiaries amounting to HK$300,700,000 (31st
December 2000: HK$199,100,000). As at 30th June 2001, the facilities utilised amounted to
HK$174,300,000 (31st December 2000: HK$119,500,000). The Company has executed an
indemnity to its ultimate holding company for guarantees in respect of the banking facilities
granted to a subsidiary amounting to HK$76,200,000 (31st December 2000: HK$63,500,000).
At 30th June 2001, facilities utilised amounted to HK$76,200,000 (31st December 2000:
HK$63,500,000).

—_
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Information |

EMPLOYEES

The Group excluding associated companies, employs 1,274 people. Salaries of employees are
maintained at competitive levels. The Group recruits and promotes individuals based on their
competencies, merits and development potentials for the positions offered. Staff performance
is reviewed at least annually and remuneration is performance driven. The Company has in
place a share option scheme for executives for the purpose of providing competitive
remuneration package and long term retention of management talents. This scheme was
introduced in 1991 following approval by the shareholders.

SHARE CAPITAL

The Company has not redeemed any of its shares during the six months ended 30th June
2001. Neither the Company nor any of its subsidiary companies have purchased or sold any of
the Company’s shares during the six months ended 30th June 2001.

DIRECTORS’ INTERESTS

At 30th June 2001, the beneficial interest of each director in the share capital of the Company
and the share capital and warrants of its listed ultimate holding company, K. Wah International
Holdings Limited, and the details of any right to subscribe for shares in the Company and K.
Wah International Holdings Limited and of the exercise of such rights, as recorded in the
register kept under section 29 of the Securities (Disclosure of Interests) Ordinance (“SDI
Ordinance”) or as ctherwise notified to the Company pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as follows:

(@)  Ordinary Shares of the Company:

Personai  Family Corporate Other

Interests Interests interests Interests Total
Lui Che Woo 6,446,669 1,247,087 62,305,854\ 777,717,3521?) 847,716,962
Francis Lui Yiu Tung 2,822 — —  777,717,352%) 777,720,174
Paddy Tang Lui Wai Yu 1,861,906 — — 777,717,352%) 779,579,258
Chan Nai Keong 49,769 — — — 49,769
Charles Cheung Wai Bun 1,810 — — — 1,810
Moses Cheng Mo Chi — - — — -
Yip Hing Chung 155,405 — — — 155,405

Joseph Lai Ming — — — — —
Edwin Yu Kwok Kam — — — —- _




(b)

(d)

Information |

Share Options of the Company:

Share Options
Number Exercised

Number Outstanding during the period
Lui Che Woo 3,300,000 —
Francis Lui Yiu Tung 2,600,000 ~
Paddy Tang Lui Wai Yu 1,670,000 —
Chan Nai Keong 836,000 —
Charles Cheung Wai Bun - —
Moses Cheng Mo Chi - —
Yip Hing Chung —_ -
Joseph Lai Ming 850,000 -
Edwin Yu Kwok Kam 1,700,000 -

Ordinary Shares of K. Wah International Holdings Limited:

Personal  Family Corporate Other

interests Interests  Interests interests Total
Lui Che Woo 224,001 6,079,030 28,383,646 1,070,978,693 1,105,665,370
Francis Lui Yiu Tung 379,804 - — 1,070,978,693"% 1,071,358,497
Paddy Tang Lui Wai Yu 4,639,166 — — 1,070,978,693% 1,075,617,859
Chan Nai Keong 157,609 —_ — — 157,609
Charles Cheung Wai Bun 7,239 — — — 7,239

Moses Cheng Mo Chi — — — — —
Yip Hing Chung — — — —_ —
Joseph Lai Ming — — — S— -
Edwin Yu Kwok Kam — — — — -

Share Options and 2001 Warrants of K. Wah International Holdings Limited:

Share Options 2001 Warrants

Number  Number Exercised Number

Outstanding  During the period Outstanding

Lui Che Woo 2,850,000 — 16,206,548
Francis Lui Yiu Tung 2,200,000 — 677
Paddy Tang Lui Wai Yu 1,470,000 — 505,264
Chan Nai Keong 735,000 — 13,505
Charles Cheung Wai Bun — — 430
Moses Cheng Mo Chi — — —
Yip Hing Chung — - 36,182
Joseph Lai Ming - 685,000 ' — —

Edwin Yu Kwok Kam — —_— —

1002 140434 WIH3LNI 18
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(1) 62,305,854 shares in the Company were held by Best Chance Invesiments Ltd. which was controlied by Dr. Lui
Che Woo.

2) K. Wah international Holdings Limited was interssted in 774,492,820 shares in the Company representing more
than one-third of its issued share capital held by a wholly owned subsidiary of K. Wah International Holdings
Limited. In addition, a discretionary trust was interested in 3,224,532 shares in the Company. 1,070,978,693
shares in K. Wah International Holdings Limited representing more than one-third of its issued share capital were
held by discretionary trusts. Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu, as
discretionary beneficiaries interested in the trusts, are deemed to be interested in those shares in K. Wah
International Holdings Limited and the Company held by the trusts and in those shares in the Company in which
K. Wah International Holdings Limited was interested as aforesaid.

{3) 28,383,646 shares in K. Wah International Holdings Limited were held by Best Chance Investments Ltd. which
was controlled by Dr. Lui Che Woo.

SUBSTANTIAL SHAREHOLDERS

At 30th June 2001, the interest of every person (not being a director or chief executive of the
Company) having an interest in 10% or more of the issued share capital of the Company as
recorded in the register kept under section 16(1) of the SDI Ordinance were as follows:

Number of
Name Ordinary Shares
Sutimar Enterprises Limited 774,492,820 (Note 1)
K. Wah International Holdings Limited 774,492,820 (Note 1)
HSBC Holdings Plc 777,743,791 (Note 2)
HSBC Finance (Netheriands) 777,743,791 (Note 2)
HSBC Holdings B.V. 777,743,791 (Note 2)
o1 HSBC Investment Bank Holdings B.V. 777,743,791 (Note 2)
HSBC international Trustee Limited 777,743,791 (Note 2)
Notes:
1. K. Wah International Holdings Limited is deemed to be interested in the 774,492,820 shares in the Company

held by Sutimar Enterprises Limited since it owned all of the issued share capital of Sutimar Enterprises Limited.
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2. HSBC International Trustee Limited is the trustee of discretionary trusts which holds 777,743,791 shares in the
Company. Each of HSBC Holdings Plc, HSBC Finance (Netherlands), HSBC Holdings B.V. and HSBC
Invesiment Bank Holdings B.V. are deemed to be interested in the 777,743,791 shares in the Company held by
HSBC International Trustee Limited, being a wholly owned subsidiary within the HSBC Group.

There was duplication of interest of:

(i} 777,717,352 shares in the Company between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mrs. Paddy Tang Lui
Wai Yu, Sutimar Enterprises Limited, K. Wah international Holdings Limited, HSBC Holdings Plc, HSBC Finance
(Netherlands), HSBC Hcldings B.V., HSBC Investment Bank Holdings B.V. and HSBC International Trustee
Limited: and

(i) 1,070,978,693 shares in K. Wah International Holdings Limited between Dr. Lui Che Woo, Mr. Francis Lui Yiu
Tung and Mrs. Paddy Tang Lui Wai Yu.

AUDIT COMMITTEE

Having been reviewed by the Company’s Auditors, PricewaterhouseCoopers, the Group’s
interim report for the six months ended 30th June, 2001 was reviewed by the Audit Committee
(“Committee”). Regular meetings have been held by the Committee which meets at least twice
each year.

CHANGES IN THE BOARD

Mr. Edwin Yu Kwok Kam and Mr. Joseph Lai Ming have resigned as executive directors of the
Company on 1st August 2001 and 1st September 2001 respectively. The Board would like to
express appreciation towards them for their valuable contributions to the Company. Mr. Joseph
Lai Ming will remain on the Board as a non-executive director.

CLOSE OF REGISTER

The register of members will be closed from 8th October 2001 to 12th October 2001, both
days inclusive, during which period no transfer of shares will be effected. In order to qualify for
the dividend, shareholders must ensure that all transfers together with the relevant share
certificates are lodged with the Company’s Registrars in Hong Kong, Central Registration Hong
Kong Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration no later than 4:00 p.m. on 5th October 2001.
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Information i

CODE OF BEST PRACTICE

For the six months ended 30th June 2001, the Company has complied with the Code of Best
Practice issued by The Stock Exchange of Hong Kong Limited save and except that, prior to
the 2000 Annual General Meeting of the Company (“2000 AGM”), non-executive directors are
being appointed subject to retirement by rotation and re-election at the annual general meeting
of the Company in accordance with the Company’s Articles of Association. Commencing from
the 2000 AGM, non-executive directors are being appointed for a term of three years, who may
under special circumstances be re-appointed for another 3-year term.

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 18th September 2001

Registered Office:

29th Floor, K. Wah Centre
191 Java Road

North Point

Hong Kong

Website: www.kweml.com
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vednesday, September 19, 2001

NOTICES

The Board of Directors declares an Interim scrip dividend of 1.5 cents per share (2000: 2.5 cants) with & cash option,
tolaling HK$17,276,000 for the six months snded 30th June 2001 (2000: HK$26,080,000) 1o shareholders whose
names appaat on ihe tegisters of members of the Company &t the closs of business on 12th October 2001, This
amount will bs accountad lor &5 an epproprialion of revenue ressrves in the year ending 31st Decomber 2001,

7. Trade dabtors, othar recelvables end prepayments
30th June 318t December
2001 2000
HK$'000 HK$'000
Trade deblors 245,887 269,580
Other recelvables 35,181 52,730
Prepayments §5,464 59,148
346,452 - 381,438

The Group has sstablished credit poficies, which follow loca) Industry slandard. The Group normally allows an
approved credit perlod ranging Irom 30 to 60 days lor cusiomers In Hong Kong and 120 te 180 days for customers in
Mainlang China. These are subject to periodit review by management,

Tha aging analysls of the Group's 1rade deblors based on the datas of the involces and net of provigion far bad and
doubtiut debts s as foliows:

30th Jung  31st December
2001 2000

HK$'000 HK$'000
Within one month 72,748 114,375
Two to thres months 109,338 £7.913
Feur to six months 26,636 23,488
Over six monlhs 37,147 33,804
245,867 268,560

8. Credltors and accruals

30th June 31st Decomber
2001 2000

HK$'000 HK$'000
- Trade credilors 87,224 86,736
Cther creditors 40,881 56,878
Accrued opataling expenses 130,690 134,210
Depesit recaived 8,200 8,892
268,095 206,816

The aging analysis of the Group’s Irads credilers based on the dates of the invoice Is as follows:

30th June 31st December

2001 2000

HK$ 000 HK$000

Within one month 29,615 43,703
Twa to three months 27,938 28.879
Four to six monlhs 13,741 - 14,600
Over slx months 15,830 9,254
87,224 96,736

BUSINESS REVIEW

Review of Operalions

Turnover and profit befors taxation for the half year ended 30th June 2001 were HK$542 million and HK$7€
millon as compared 1o HK$514 million and HK$111 mlilion respectively for the corresponding perlod last
year, represeniing an increass In turnover of 5% and a decreass in profit belore tax of 32%,

Profit contribution from Hong Kong Construction Materlals Dlvision declined by 34%. This was dus to the fact
thal both prices and demand for construction materials have dropped significantly amid the continual
stowdown In the local public and private properly and infrastructure developmant,

The overali perfarmance of the Malnland China Construction Matertals Division was steady as compared to
the correspending perlod last year. The parformance of Guangzhou operation was adversaly affected by the
Intensitylng market compelition from nslghbouring citles and the shut down of the ready mixed concrete
balching plant of Guangzhou Jia Fang Concrete Co. Ltd. However, the logs [n Guangzhiou was offset by
continuously improving performance of the Shanghal reglon.

(1} Business in Hong Kong

The profit of the Hong Kong Construction Materlais Divislon has been eroded signlificantly due to the
continual slowdown in the local public and private properly and Infrastructure development, affecting
prices. To malntatn competitivenass, etforts have been made In resources rationalizalion and on cost
control. in the short term, the Group envisages that the contiibutions from the Honp Kong operation
would conlinuously be under severe pressure untll such time when more new property and
Infrastructure development projects commence. Nevertheless, the Group remains cauliously
oplimistic on the prospect of the Hong Kong construction materials Industry In the long term.
Along this view the Group has incorporated a subsidlary K. Wah Materlals (Hul Dong) Limited {("Hul
Dong Quarty™) In July 2001, This coepsrative joint venture, cf which the Group hes 100% equlty
Interast, will astabllsh a quarry In the Hul Dong aiming to serve primarily 1o the Hong Kong market. I
is scheduled for full production by the end of 2002,

The Group notes that the current order book Is at a level lower than that of the corresponding period
last year. Howsver glvan the current market condltion, the Group considars the situation satlstactory.

(2) Business In Mainland

The overall performance of the Malnland China Construction Materlals Divislon was steady and
recorded better results as compared to the corraspondlng‘ perlod fast year.

In Guangzhou, the overall parlarmance was unsatistaciory due o imensiiylng market competition
and the fequired shut down of Jla Fang Concrele batching plant. The Group Is stlll awalting the
oulcome of the legal proceedings to revoke the closure notlce served on Huangpi Quarry and ls
aclively evaluating allernatives avallable for Guangzhou Jla Fang Concrets Co. Lid., a subsidiary in
which ths Group has 57% equily interest.

in Shanghal, the performance of our operations ls salisfactory. The 30% Increase In the overall

ready-mixed concrate market during the first half of 2001 resulted In better than expected profit -

contribution to the Group. !l Is envisaged that with gradual easing of the liquidity In the market and
the upturn In the demand of ready-mixed concrete, contributlon from Shanghal, operations will
continus to Increase. To beneflt from the potantial of the ready mixed concrete market, the Group
has acquired from ils Chinese Joint venture paring| addllional 40% equity Interest In Shanghal
Beical Concrets Co. Ltd. In July 2001. On completion of this acquisition, the Graup awng 100% equity
interest in and has lull managemsnt control of that company.

(3)  Technology Investments

The Group has been cautlously proceading with its diverslification plan and so far has Invested
HK$99 million on technology Investments. It has also achleved & balanced investmant portfolio In
varlous segments, both In Hong Kong and in Mainland China.

Outlook

In the near term the current unfavourable view on the Hong Kong construction matertals industry Is ftkely to
persist until such time when property. and Infrastructure developments prosper with fult vigour. .

Faced with continucus drop in demand and the current market downturn, the Group |s consolidating lts Hong .

Kong operation through resources rationalization so0 as 1o gear ourselves up 1o stay compelitive and to

In malnland China, with the forthcoming entry Into WTO and Beljing's successlul bid for the 2008 Olympic
QGames, the Group expects further contilbutions from speeding up its pace of expansion in the malniand.
With the Grouﬁ‘s strong cash flow and practically zero gearing ratio and our invaluable years of expsrlence
In mainland China, the Group (s confident In grasping good and profitable opportunhies.

FINANCIAL REVIEW

Liquldily and Financlal Resources

The financlal position of the Group has improved canlinuously during the period. At 30th June 2001, the
sharsholdars' funds Increased by 1% from HK$1,277 million at 31st December 2000 10 HK$1,296 million.
The Group's net assels employed decreased by 2% from HK$1,512 miilion at 31st December 2000 to
HK$1,478 miltion. )
The Group's liquldity positlon remains strong and the Group possesses sulliclent cash and available banking
facliitles 1o mest its commitments, working caplital requiremsnts and future assels acqu!silions.

Gearlng Ratio

The gearing ralio, defined as ths ratlo of tolal loans outstanding less cash balancas to total assels, was
practically at a debt lree level at 30th June 2001 as compared to 3% al 31st December 2000.

Treasury Pollcy

The Group continues to adopt a consarvatlve treasury policy by maintalning all bank deposits In either Hong
Kong Dollars, United States Dollars, or in the local currency of the operatlng subsidiaries, thus keeping a
mintmum exposure io forelgn exchange risks. A gimilar policy is adopted for short-term investments,

Cherges on Group Assets

Land and buildings, plant and machinery with nel book values of HK$245,312,000 (31st December 2000:
HK$247,981,000) and HK$118,198,000 (3151 December 2000: HK$124,898,000) respectively were pledged
to varlous banking Institulion§ tc secure banking facillties,

Contingent Liabllities

The Company has executed several guarantees in favour of varlous banking institutions In respect of
facilities granted lo the varlous subsidlaries amounting to HK$300,700,000 (31st December 2000:
HK$199,100,000). As st 30th June 2001, the facilitles utltised amounied to HK$174,300,000 (31s!
December 2000: HK$118,500,000). The Company has executed an indemnity to its ulimate holding
company for guarantees In respsct of the banking facilitles granted to a subsidiary amounting to
HK$76,200,000 (318t December 2000: HK$83,500,000). At 30th Juns 2001, facilitiss utillsed amounted to
HK$76,200,000 (3151 December 2000: HK$63,500,000).

EMPLOYEES

The Group excluding associated companies, employs 1,274 people, Salarles of employees are maintained
at competitive levels. The Group recrults and promotes individuals based on thelr competsncles, merits and
development potentials for the paosltions offered. Slaft performance Is reviewed al least annually and
remuneralion Is parformance driven. The Company has In place a share optlon scheme for executlves for
the purpose of providing competltive remuneration package and long {erm retsntlon of management talents.
This scheme was introduced in 1991 following approval by the shateholders.

SHARE CAPITAL

The Company has not redeemed any of Its shares during the six months ended 30th Jung 2001. Neither the
Company nor any of its subsldiary companles have purchased or sold any of the Company’s shares during
the six months ended 30th June 2001,

AUDIT COMMITTEE

Having been reviewed by the Company’s Auditors, PricewatarhouseCoopers, the Group's interim report for
the six months anded 30th June, 2001 was reviewed by the Audil Commiltee {*Committee”). Regutar
meetings hava been heid by the Committee which meets at least twice each year.

CHANGES IN THE BOARD

Mr. Edwin Yu Kwok Kam and Mr. Joseph Lal Ming have resigned as executive directors of the Company on
1st August 2001 and 1st September 2001 respectively. The Board would like lo express appreclation
towards them for thelr valuable contributions to the Company and Mr. Joseph Lal Ming will remain on the
Board as a non-executive director.

CLOSE OF REGISTER

The reglster of members will be closed from 8th October 2001 to 12th October 2001, both days inclusive,
during which period no transler of shares will be elfected. In order to quality for the dividend, shareholders
must ensure that all transfers together with the relevant share certificates are fedged with the Company's
Registrars In Hong Kong, Central Reglstration Hong Kong Limited, al Shops 1712-1716, 17th Floor,
Hopgwell Centre, 183 Queen's Road East, Wanchat, Hong Kong for registration no later than 4:00 p.m. on
5th Octaber 2001. .

CODE OF BEST PRACTICE

For the six months endsd 30ih Juns 2001, the Company has compliad with the Code of Best Practice Issued
by The Stock Exchange of Hong Kong Limited save and excepl that, prior tc the 2000 Annual Generaf
Mestlng of the Company (2000 AGM"?, non-exacutive diraclors ate being appointed subject to retirement
by rotatlon and re-election at the annual general mesting of the Company In accordance wilth the Company's
Ariicles of Agsociation. Commencing irom the 2000 AGM, non-executive directors are being appoiniad for a
term of three years, who may under speclal clrcumstances bs re-appointed for another 3-ysar ferm.

PUBLICATION OF FURTHER INFORMATION

All Informatlon required by paragraphs 46(1) to 46{6) of Appendix 16 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“the Exchange’) will be published an the
Company's and the Exchange's websltes in due course. The Group's unaudited Interim financlal stalements
have besn reviewed by the Company's auditors, PricawaterhouseCoopers, and & report of thelr review will
be Included In the [nterim Asport to Shareholders.

By Order of the Board
Steven Tong Ku! Nam
Company Secratary

Hong Kong, 18th September 2001

Reglstered Office:
28th Floor,

K. Wsah Centre
131 Java Road
North Polnt

Heng Kong

Al abnltat tains: Lot oo
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NOTICES

Hong Kong iMail
_Wednesday, September 13, 2001

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30TH JUNE 2001

INTERIM RESULTS

The Ditectors of K. Wah Construction Materlals Limited (the "Company"} are pleased to announce the
unaudited consotidaled results of the Company and lts subsldlarles {collectively referred to as the "Group”)
for the six months ended 30th June 2001 as follows:

The Group's turnover lor the six months ended 30th June 2001 was HK$541,670,000, representing an
increase ol HK$27,362,000 over the corresponding period last year.

The Group's unaudited profit attributable to sharsholders for the six months ended 30th Juns 2001
amounied to HK$65,343,000, reprasenting a decrease of HK$32,723,000 over the corresponding period last
year due to slowdown o! Hong Kong construction materfals industry.

INTERIM DIVIDEND

The Board of Dhactors has resolved to pay an Interim dlv!dend of 1.5 cents per ardinary share (2000 2.5
cenls scrip dividand with cash opticn), totalling HK$17,276,000 for the six months ended 30th June 2001
(2000: HK$28,090,000) to shareholders whose names appear on the reglster of mambers of the Company at
the close of business on 12th October 2001. The Board has also resolved that such dividend should take the
torm of a scrip dlvidend with shareholders being glven the option of recelving cash in piace of part or all of
the scrip dividend. A circular containing detalls of the scrlp divldend will be sent to sharsholders of the
Company In dus course,

CONSOLIDATED PROFIT AND LOSS STATEMENT
For The Six Months Ended 30th June 2001

2001 2000
Note HK$'000 HK$'000
Turnover 2 541,670 514,308
Cosl of sales (447,299). (379,115)
Gross prafit 94,371 135,193
Other revenuses 26,266 26,810
Cthear operaling income 11,337 2,791
Adminlsiralive expenses 32,597 (32,280;
Other operaling expenses 14,330; {6,345
Operating prefit 3 85,047 126,169
Finance cosls 8,961} . (12,840)
Share of protits tess losses of .
Jalntly controllad entities 313 (431;
Asscclated companles 26 (1.571
Profit belore taxation T vp425 T T 1827
Taxatlon . 4 (8,999) (13,2
Profit after taxation 67,426 98,060
Minority Interests (2,083)
Profit atiributable to shareholders 65,343 98,066
Earnings per share 5 5.7¢ 9.1¢
CONSOLIDATED BALANCE SHEET
Al 30th June 2001
30th June 31st December
2001 2000
Note H'K$ 000 HK$“000
Fixed assels 685,281 711,286
Jointly controlied entities 177,060 176,786
Assoclated companias 78,390 ,870
QOiher non-current assets 131,467 98,784
veen 2072788 1,067,728
Current assels
lnventories 68,874 55,572
Trade debiors, other recaivables and prepayments 7 346,492 381,438
Taxatlon recoverabls 1,885 2,381
Other investments 280,000 . 280,000
Cash and bank balances 307,861 234,334
.. ho0dg32 853,725
Currant liabllities :
Creditors and accruals 8 296,816
Current portion of long-term liabillties 128,299
Short-term bank loans, ungecured 75,360
Taxalion payable 8,716
Dividend payabls -—
\ ...508.181
YA
Ne! current assets 406418 444,534
1,478,643 1,512,260
Financed by: ) .
Share capital 115,176 115,168
Roserves 1,181,115 1,161:642
- Shareholders’ funds 1,286,281 1,276,808
Minarity Interests 135,726 128,543

Long-term fiabllittes 26,250 86,563
Defgned {axatlon 20,346

1,478,613 1,512,260

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Accouniing policlos

The financlal.statements have basn prepared under the historical cost convention, as modified by the revaluation ol
cartain propariies and Invasiments, and In conlormity with generally accepted accounting principies in Hong Kong.

1n-2001, the Group adopted the fallowing revised or new 1t of Standard A

by the Hong Kong Soclely of Accouniants.

g Practices ("SSAP") lasued

SSAP 8 (revised): Events alter the balance shest date
SSAP 14 (revised); Leases
AP 26: Segment repartln
SSAP 28: Provisions, contingent Ifabiiltles and contingent essets
SSAP 29! Intangible assats
SSAP 30 Business combinatlons
SSAP 31: Impalrment of assets
§SAP 32: C financial and ing for i its In

(dlatles
The adoption of thess SSAPs has no change In the accounting policies of the Group excepl for the toliowing:
)

(a) In accerdance with the revised SSAF 8, dividends proposed alter the balance shaet date ara no longar
recognised as labliity al the balance sheet date. This change In accounting palicy has besn applied
retrospectively and as a result, reserves of the Group as at 18! January 2001 have been Increesed by
HK$48,066,000.

() dwill atislng on of , [olntly controlied antiiles and assoclated companies occurting
on or after 1st Jenuary 2001 Is Included In the batance sheal as & separale assel and amortised using the
straight line method over Its estimated useful life of not more than twenty yaara. Goodwill on acquistiians,
which cccurred prior to 1st January 2001 was taken directly 1o reserves. This change In accounting peilcy has
no atfect 1o the accounts for the perlod.

Apzn from the foregoling, the accounting policles adopted are consfstent with thosa described In the 2000 Annual
Report and Accounls,

Turnover and results

The group Is principaily engaged In manulacture, sale and distribution of construction materials.

Turnover Operating Protit
2001 2000 2001
HK$'000 HK$'000 HK$'000 HK$'000
Sales of constructlon maferials
Hong Kong 385,376 404,267 82,827 126,183
Mainiand China 148,254 110,041 2,220 (14)
541,670 514,308 85,047 126,169
3. Operating profit
Operating prolil 1s staled after crediting and charglng the toflowing:
2001 2000,
HKSs'000 HK$000
Crediting
Aeallsed proflt on disposal of other Investmeanis 6,883 —_
Unrealised profit of ather Investments - 1,274
Profil on disposal of lixed assets 144 282
Cherging
Depreciatlon:
Owned lixed assets 29,585 38,568
Leased fixed assals 144 154
Operating lease rental for Jand ang butldings 8,144 8,081
Royalty 3177 2,949
Amortisation of deferred axpenditure
Quarry slte development g7 2,082
Qverburdan remaval costs 5,110 4,128
Pre-operating expenses and ather defsrred expenditure -— 4,737
Cost of Invéntorles sold 373,221 306,250
4, Taxatton
2001 2000
HK$'000 HK$ 000
Compeny and subsidlarles .
Hong Kong profits tax 8,539 12,595
Malnland China profits tax 437 -
Jointly controlled entitles -
Mainland China profits tax : X - 33
Assoclated companlas
Heng Keng profits tax 23 839
8,989

13,267

Hong Kong profits tax haa been provided at the rate of 16% (2000: 16%) on the estimeted assessable prolils for he
petlod.

Taxallon assessable on profils generated outstds Hong Kong has been provided at the rates of taxation prevaliing in
the countries in which those profits arose.

5. Earnings per share

The calculation of earnings per sﬁare ls based on profit atrlbutable to sharehc!ders of HK$85,343,000 (2000:
Hnga.gse.ODIU)dand the weighted average number of 1,151,690,000 shares (2000: 1,082,215,000 shares) In lssue
during the pariod. .

- The difuted earnings per share is not prasented as the share options outstanding, as al 30th June 2001 have no
dilutive potential shares.

8. Dividends
2001 2000
HKS 000 HK$'000
2000 Final scrip dividend with a cash option, payabie. of 4 cants per share 46,068
1998 Final scrip dividend with & cash option, pald, of 4 cents per share
Serlp 21,168
Cash 22,134

46,068 43,289
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K. WAH INTERNATIONAL K. WAH CONSTRUCTION

HOLDINGS LIMITED MATERIALS LIMITED
{Incorperated in Bermuda with (incorporated in Hong Kong with
limited lability) fimited iability)
ANNOUNCEMENT

The respective Boards of Directors of K. Wah International Hoidings

Limited ("KWIH") and K. Wah Construction Materials Limited ("KWCM")

announces that Mr. Joseph Lai Ming has resigned as an executive

director of KWIH and KWCM with effect from 1st September 2001. Mr,

blai will remain on the Board of Directors of KWCM as a non-executive
rector.

Both KWIH and KWCM would ilke to express sincere appreciation
towards Mr. Lai for his valuabie contributions to the companies in the

past years.
8y Order of the Board of By Order of the Board of
K. WAH INTERNATIONAL K. WAH CONSTRUCTION
HOLDINGS LIMITED MATERIALS LIMITED
Steven Tong Steven Tong
Company Secretary Company Secretary

Hong Kong, 31st August 2001
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K. WAH INTERNATIONAL K. WAH CONSTRUCTION

HOLDINGS LIMITED MATERIALS LIMITED
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K. Wah International Holdings Limited B EBA BT RA R (BFEE) &
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Hong Kong iMail
Thursday, August 2, 2001

. -

K. WAH CONSTRUCTION MATERIALS LIMITED
(incorporated in Hong Kong with limited. liability)

ANNOUNCEMENT

The Board of Directors of K. Wah Construction Materials Limited
(the “Company”) announces that Mr. Edwin Yu Kwok Kam has
resigned as an executive director of the Company with effect
from 1st August 2001.

The Company would like to express sincere appreciation
towards Mr. Yu for his valuable contributions to the Company
in the- past years.

By Order of the Board
Steven Tong
Company Secretary

Hong Kong, 1st August 2001
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Hong Kong iMail .
Monday, July 23, 2001.

NOTICES

The Stock Excnangs of Hong Kong Umlmd r?kryes no

ibility for the tants of thi makss no to its
for any loss
announcemem

K. WAH INTERNATIONAL
HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

K. WAH CONSTRUCTION
MATERIALS LIMITED

(incorporated In Hong Kong with limited liability}

JOINT ANNOUNCEMENT
CONNECTED TRANSACTIONS: )
ACQUISITION OF FURTHER INTEREST IN AN EQUITY JOINT VENTURE IN SHANGHA!
AND
REORGANISATION OF SUCH EQUITY JOINT VENTURE
INTO A COOPERATIVE JOINT VENTURE

arising from of in reilance uponmswhalooranypanofmoe:mmmsdtm

ctive Boards of Dil 5 of KWIH and KWCM announce that on 20th July 2001, the Purchaser, a wholly owned subsidlary af
KWCM and a subsidiary of KWIH, has entared into the following agresments:

1. a Share Transfer Agreement with the Vendor for the acquisition of a 40% equity Interest Fn Belcal, an equity joint venture company
in Shanghai, at a cash consideration of RMB8,620,000 (approximately HKk$8,121,764) {“Share Transler Agreement"); and
2. a Joint Venture Contract with the Vendor for the reorganisation of Belcal Into a cooperative joint venture company.

{Share Transfer Agreement and Joint Venture Contract collectively referred to as the “Agresments”).

The Agreements were conciuded after arm's length negotiations. The 8oards of Directors of KWIH and KWCM (Includ}ng the Independent
non-executive directors) consider that the Agreements are fair and raasonable and In the best interest of KWIH and KWCM.,

Since the Vendor.!s a substantial shareholder of Belcal, which is a subslidiary of both KWiH ‘and KWCM, the Agresments are connected
transactions for KWiH and KWCM under the Listing Rules. Shareholders’ approval Is not necwfred pursuarnt to Rule 14.25(1)(a) of the
Listing Rules as the consideratlon amaunts 1o less than the higher of HK$10,000,000 or 3% of the book value of the nat tangible assats of
KWIH and KWCM as at 31st Dacamber 2000, KWIH and KWCM wilt include details of the Agreaments In thelr next published annual

reports.

THE AGREEMENTS:

[&}] Share Transfer Agresement dated 20th July 2001.
Parties:
Vendor : r@IRREERRAMLT,  which s

holding 40% equity interest in Shanghai
Baical Concrets Co., Lid. (" Be!cal;() but is
not otherwise” connected with W

International Holdings Limited (*KWIH™)
and K, Wah Construction Matsriais Limited
{"KWCM"), any diractor, chlef executive or
substantial shareholder of KWIH or KWCM
or any ot.its
assocfa!es as defined in the Usﬂng Rulss.

Purchaser: Profit Access Investmems Urnlted a wholly

owned subsxdh:r{i and
subsidiary of XW| whlch is holdlng so%

aquity mteresl in Baical,

Assasts being acquired:
40% of the equity interast In Befcal,

Belcal s an squity joint venture company incerporated in
1088 In Shanghai with a registared capital of
RMB31,500,000 and Is princlpally engaged in the
manufacture and sale of ready-mixed concrats.

For the financial period ended 31st Decamber 1998 and the
financial year ended 31st December 2000, the nel loss
attributable to the 40% equity Interest in Beical being
acquired by the Purchaser zs recorded In the accounts of
Belcal wera HK$197,179 and HK$86,707 respectively. The
net asset vatue attributable to the 40% equity interest in
Bsicai being acquired by the Purchaser as at 30th June
2001 as shown In the latest managoment accounts of Beical
was RMB 12,348,400 (approximately HK$11,634,662),

Consideration:
RMB8,820,000 (approximatety HK$8,121,764).

The constderation has been paid in cash to the Vendor on
the date of signing the Share Transfer Agreement. In the
evant that the necessary approval from the relevant
governmental authorities in the Mainland in respect of the
reorganisation of Belcai into a coaperatlve joint venture is
not obtained within 60 days after the date of such
agreement, the Vendor will repay the whole sum ot the
consideration without interest to the Purchaser. To secure
such rapayment, the Vendor has arranged far a letter of
guarantee to be issued by a Mainland bank to the Purchaser
of its nominee.

The consideration was determined by arm’'s fength
nagotiations and reflacts a discount of approximatsly
30.2% to the net asset value attributable to the Interest
being acquired.

Taking Effsct of the Share Transter Agresmsnt:

The Share Transter Agreement will take efect after
obtaining the necessary approval from the relevant
govemmantal authoritles in the Mainland for the transfer of
equity interest (n Beical.

Accounting Treatment of Beical arter the share transfer:

After the share \ransfer, Balcal will be accounted far as a
100% subsidiary of KWCM.

(2) Joint Venture Contract dated 20th July 2001.
Parties:
Paty A : Lt#NBRRSBRRARAR
Party B :  Profit Access investments Limited
Registered Capital of Belcal:
RMB31,500,000 (approxim HK$20,679,300) which has
almdy been fully paid up and [s now whelly owned by Party

Tatzal invaetmernt Amnint in Reieal

The total Investment amount in excess of the registered

capitai will be funded by bank borrowings by Baical when

necessary. if Belcat fails to obtain ths necessary bank

borrowings, the deficit will be contributed bgePsny B on such

tDelrms as agreed between Party B and Belcai’s Board of
rectors.

Contribution to bs made by Party A:

Party A will contribute two cemant silos with dust collection
{acliitles to Beical for its production use immediately upon
Belcal obtaining the necessary approval from the relevant
governmental authorities in the Mainiand in respect of &!s
reorg; Into a joint venture,

Board of Oirectors of Befcal:

The Board of Directors al Belcal shall consist of 5 parsons.
Party A shall be entitled to nominate 1 person whereas
Party B shall be entltled to nominate 4 parsons.

Proftt Arrangement of Belcal:

Belcal will RMB10,000 (approximately HK$9 422) o
Party A each year, Al the profits and losses of Beical wiil be
wholly bome by Party 8.
Expiry of Term of Befcai:

Upon expiration of the joint venture tarm in 2018, Belcal
shall be dissolved. The assets contributed by Party A to

Belcal will be reverted to Party A. Alf other assets of Belcal

will be reverted ta Party B
FUNDING:

The consideration under the Share Transfer Agreement is intended
to be funded by Intemal rescurces of KWCM.

REASONS FOR THE TRANSACTIONS:

The reorganisation of Beical into a cooperative joint venture with

Party A remains as the Malnland partner is to malntain the
egtablished relationship in the local community and to comply with
Mainland rules and reguiations which require Belcal to have a
Mainland partner.

The Boards of Olrectors of KWIH and KWCM {including the
Independent non-executive directors) are of the view thal the
Agreements are fair and reasonable and in the best Intersat of
KWIH and KWCM as theY provide an opportunity for KWCM to
increase [ts equity interest in and controi over Befcal which enables
KWCM to increase Its beneflls from the potentiat for growing
demand [n the ready-mixed concrete market in Shanghai, The
Boards of Directors of KWiH and KWCM are of the view that this wii
heip enhance the competitive edge and business devefopment of
KWIH and KWCM

GENERAL:
KWCM is a 67.35% owned subsidiary of KWIH.

The principal activities of KWIH are investmant holding and property
investment and development. KWCM is the holding company of a
group of ccmpamee which are principafly sngaged in quarry

and In the , sale and distribution of ready-
mixed concrete, concrete pfpas prm concrete products and
construction materials.

CONNECTED TRANSACT(ONS.

Since the Vendor Is a substantial shareholder of Beical, whith s a
subsidiary of both KWIH and KWCM, it is a connected person of
KWIH and KWCM.

The Agresments constitute connected transactions for KWIH and
KWCM under the Usting Rules. However prior approval from
shareholders Is not required lf:ursuam 1o Rule 14.25(1}{a) ot the
Usting Rules as the consideration amounts to less than the higher of
HK$10,000,000 or 3% of the book value of the net tangible asgets ol
KWIH and KWCM as at 31st December 2000. KWIH and KWCM wil
include detalis of the Agreements In thelr next published annual

-reports.

B Ordsr of the Board of By Qrder of the Board of
ah International Wah Construction
Holdlnga Limited Materials Limited
Steven Tong Staven Tong
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